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Forward-Looking Statements
Statements in this document that are not historical facts are hereby identified as “forward looking statements” for the purposes of the safe harbor
provided by Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and Section 27A of the Securities Act of 1933, as
amended (the “Securities Act”). Vitamin Shoppe, Inc., (“VSI”), Vitamin Shoppe Industries Inc. (“Industries”) and VS Direct Inc. (“Direct,” and, together with
VSI and Industries, the “Company,” “we,” “us” or “our”) caution readers that such “forward looking statements”, including without limitation, those relating
to the Company’s future business prospects, revenue, new stores, working capital, liquidity, capital expenditures, capital needs, leverage levels, interest costs
and income, wherever they occur in this document or in other statements attributable to the Company, are estimates reflecting the judgment of the Company’s
senior management and involve a number of risks and uncertainties that could cause the Company’s actual results to differ materially from those suggested by
the “forward looking statements.” You can identify these statements by forward-looking words such as “may,” “expect,” “intend,” “anticipate,” “plan,”
“believe,” “seek,” “estimate,” “outlook,” “trends,” “future benefits,” “strategies,” “goals” and similar words. Such “forward looking statements” should,
therefore, be considered in light of the factors set forth throughout this annual report on Form 10-K, including “Item 7—Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” and “Risk Factors.”
Moreover, the Company, through its senior management, may from time to time make “forward looking statements” about matters described herein or
other matters concerning the Company. You should consider our forward-looking statements in light of the risks and uncertainties that could cause the
Company’s actual results to differ materially from those which are management’s current expectations or forecasts. These risks and uncertainties include, but
are not limited to, industry based factors such as the level of competition in the vitamin, mineral and supplement (“VMS”) industry, continued demand from
the primary markets the Company serves, the availability of raw materials, as well as factors more specific to the Company such as restrictions imposed by
the Company’s debt including financial covenants and limitations on the Company’s ability to incur additional indebtedness, the Company’s future capital
requirements, and risk associated with economic conditions generally. See “Item 1A—Risk Factors” for further discussion.

The Company disclaims any intent or obligation to update “forward looking statements” to reflect changed assumptions, the occurrence of unanticipated
events, or changes to future operating results over time.

Electronic Access to Company Reports
Our investor website can be accessed at www.vitaminshoppe.com under “Investor Relations.” Our Annual Reports on Form 10-K, Quarterly Reports on
Form 10-Q, Current Reports on Form 8-K and amendments to those reports filed or furnished to the Securities and Exchange Commission (the “SEC”)
pursuant to Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended, are available free of charge on our investor website under the
caption “SEC Filings” promptly after we electronically file such materials with, or furnish such materials to, the SEC. No information contained on any of
our websites is intended to be included as part of, or incorporated by reference into, this Annual Report on Form 10-K. Information relating to corporate
governance at our Company, including our Corporate Governance Guidelines, our Code of Ethics and Business Practices for all directors, officers, and
employees, and information concerning our directors, Committees of the Board, including Committee charters, and transactions in Company securities by
directors and executive officers, is available at our investor website under the captions “Corporate Governance” and “SEC Filings.” Paper copies of these
filings and corporate governance documents are available to stockholders free of charge by written request to Investor Relations, The Vitamin Shoppe, Inc.,
2101 91st Street, North Bergen, New Jersey, 07047. Documents filed with the SEC are also available on the SEC’s website at www.sec.gov.
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PART I

Unless the context requires otherwise, references in this annual report on Form 10-K to the “Company,” “we,” “us” and “our” refer to
Vitamin Shoppe, Inc., Vitamin Shoppe Industries Inc. and VS Direct Inc. References to “VMS” mean vitamins, minerals, herbs, specialty supplements,
sports nutrition and other health and wellness products. References to “Fiscal” or “Fiscal Year” mean the fifty-two weeks ended for all years covered
under this report.

Item 1.

Business

Overview of our Company
We are a leading specialty retailer and direct marketer of vitamins, minerals, herbs, supplements, sports nutrition and other health and wellness
products. For each of the past six years, we have been the fastest growing national VMS specialty retailer while maintaining our position as the second largest
in retail sales in our industry. We market over 700 different nationally recognized brands as well as our proprietary Vitamin Shoppe, BodyTech and MD
Select brands. We believe we offer the greatest variety of products among VMS retailers with approximately 8,000 stock keeping units (“SKUs”) offered in our
typical store and an additional 12,000 SKUs available through our Internet and other direct sales channels. We target the dedicated, well-informed VMS
consumer and differentiate ourselves by providing high quality products at competitive prices in an educational and high-touch customer service environment.
We believe our extensive product offerings, together with our well-known brand name and emphasis on product education and customer service, help us bond
with our target customer and serve as a foundation for strong customer loyalty.
We sell our products through two business segments: retail and direct. In our retail segment, we have leveraged our successful store economic model by
opening a total of 184 new stores from the beginning of fiscal year 2007 through fiscal year 2010. As of March 4, 2011, we operated 493 stores in 39 states
and the District of Columbia, located in high-traffic regional retail centers. In our direct segment, we sell our products directly to consumers through our
websites, primarily www.vitaminshoppe.com, and our catalog. Our websites and our catalog complement our in-store experience by extending our retail
product offerings and by enabling us to access customers outside our retail markets and those who prefer to shop online.

On February 16, 2011, we announced executive management promotions that will become effective April 4, 2011. Richard Markee, currently our Chief
Executive Officer and Chairman of the Board, will continue to be Executive Chairman for our company as well as maintain his position as Chairman of the
Board, while Anthony Truesdale, currently our company’s President and Chief Merchandising Officer, will assume the role of Chief Executive Officer.
Michael Archbold, currently our Executive Vice President, Chief Financial Officer and Chief Operating Officer, has been named President of our company
and will maintain his position as Chief Operating Officer. In addition, Brenda Galgano has been appointed Chief Financial Officer and will join our company
April 4, 2011. Ms. Galgano was most recently Chief Financial Officer and Treasurer at the grocer The Great Atlantic & Pacific Tea Company, Inc. (“A&P”).
On November 2, 2009, we completed an initial public offering (“IPO”). Prior to and in connection with the IPO, VS Parent, Inc. (our former Parent
company) merged into VS Holdings, Inc., with VS Holdings, Inc. being renamed as Vitamin Shoppe, Inc. (the “Merger”). All common shares and warrants
previously issued by VS Parent, Inc., were converted to common shares of Vitamin Shoppe, Inc., at approximately a 1.8611-for-one split, and all preferred
shares issued by VS Parent, Inc. were converted on a one-to-one basis to preferred shares of Vitamin Shoppe, Inc. In addition, as the Merger was between
entities under common control all financial statements presented herein were retroactively restated to reflect the Merger as if it occurred prior to December 29,
2007.

Segment Information
We sell our products through two business segments: retail, which is our retail store format, and direct, which consists of our internet and catalog
formats.

Retail. We believe we operate a unique retail store format in the VMS industry, which has been successful in diverse geographic and demographic
markets, ranging from urban locations in New York City to suburban locations in Plantation, Florida and Manhattan Beach, California, as well as to resort
locations in Hawaii. Our stores carry a broad selection of VMS products and are staffed with experienced and knowledgeable associates who are able to
educate our customers about product features and assist in product selection.

Direct. We sell our products directly to consumers through our websites, primarily www.vitaminshoppe.com. Our websites and our catalog
complement our in-store experience by extending our retail product offerings with an additional 12,000 SKUs that are not available in our stores and enable us
to access customers outside our retail markets and those who prefer to shop online. Catalog sales were not material in 2010, and are expected to remain
immaterial in the future, as customers migrate to our website and stores. In 2010 we increased the number of active online customers, defined by shopping
frequency, by approximately 141,000 to 669,000.
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Industry
The VMS industry in the U.S. is highly fragmented, and based on the most current information available from the Nutrition Business Journal (“NBJ”)
and public filings with the SEC, no single industry participant accounted for more than 5% of total industry sales in 2009. Retailers of VMS products
primarily include specialty retailers and mass merchants, such as drugstores and supermarkets. The specialty retailers typically cater to the more
sophisticated VMS customer by focusing on selection and customer service, while the mass merchants generally offer a limited assortment comprised of more
mainstream products with less customer care. Specialty retailers comprised the largest segment of the market in 2009, with 37% market share, sales of which
are forecasted to grow by 5.0% annually through 2017, according to the NBJ.

According to the NBJ, the U.S. nutritional supplements industry was a $26.9 billion retail market in 2009, and is projected to grow at an
approximately a 5.4% average annual growth rate through 2017. Positive industry trends include an aging U.S. population, rising healthcare costs and the
increased use of preventive measures. In addition, the increased focus on diet and nutrition, along with growing fitness and wellness program participation,
serves as a positive trend for the nutritional supplements industry.

Competitive Strengths
We believe we are well positioned to capitalize on the favorable VMS industry dynamics as a result of the following competitive strengths:

Most Extensive Product Selection, Including a Strong Assortment of Proprietary Brands. We believe we have the most complete and
authoritative merchandise assortment and market the broadest product selection in the VMS industry, with over 20,000 competitively priced SKUs from a
combination of over 700 different nationally recognized brands and our proprietary brands. Our proprietary brand merchandise accounted for approximately
24% of our net sales in fiscal 2010, and provides our customers the opportunity to purchase VMS products at a great value while affording us higher gross
margins.
Value-Added Customer Service. We believe we offer the highest degree of customer service in the VMS retail industry, aided by the deep product
knowledge of our experienced store associates. We place a strong emphasis on employee training and customer service and view our sales associates as health
and wellness information stewards who educate our customers while assisting them with their product selections.
Highly Refined Real Estate Strategy. We apply demanding criteria to our retail site selection. We locate our stores exclusively in attractive stand-alone
locations or endcap (corner) positions in retail centers. We believe that the location and visibility of our real estate is our single most effective and efficient
customer acquisition strategy.
Attractive, Loyal Customer Base. We have a large and growing base of loyal customers who proactively manage their long-term health and wellness
through the use of supplements. Our no-fee Healthy Awards Program promotes brand loyalty among our customers and allows our customers to earn points
redeemable for future purchases, approximately 74% of which are redeemed annually.
Multi-Channel Retailer. We are a multi-channel retailer, distributing products through our retail stores, our websites and our catalog, enabling us to
access customers outside our retail markets and those who prefer to shop online. This business model affords us multiple touch points with our customers,
which allows us to gather data and communicate with them in person, through our call center and via the web.

Experienced Management Team with Proven Track Record. We have assembled a management team across a broad range of disciplines with
extensive experience in building leading national specialty retailers.

Business Strategy
We intend to continue to pursue the following key strategies to drive customer traffic and grow our sales:

•

enhance our customers’ shopping experience by continuing to offer a broad selection of VMS products and providing them with a convenient
shopping experience, value-added customer service and low prices. We continue to expand categories complementary to our core VMS and Sports
Nutrition products such as our sports nutrition accessories. These categories have shown strong growth in Fiscal 2009 and Fiscal 2010, and we
intend to continue to foster that growth into Fiscal 2011. We continue to strengthen our assortment by adding brands and line extensions in
growing categories such as Vitamin D, Essential Fatty Acids and Superfood products while reducing offerings in shrinking categories. As a
result, we have added approximately 1,400 items over the course of a year and removed roughly the same number. We will review these products
along with our entire product mix on an ongoing basis to best ensure the relevancy of our product mix;

•

utilize our extensive customer database to improve customer loyalty, facilitate direct marketing and increase cross-sell opportunities. In addition,
over the past 24 months we have significantly increased the number of emails sent to our
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customers as well as the number of email addresses in our database, with the majority of information being obtained from our Healthy Awards
information queries;

•

continue to invest in associate training and provide employees with opportunities to grow within our Company. In 2010 we held our sixth product
education conference, attended by our store and district managers, and a large body of our vendors. It is our current plan to continue this
conference as an annual event. In addition, we have increased the number of courses available through our Vitamin Shoppe University, and intend
to increase them further in the coming Fiscal year;

•

increase sales of our direct business segment by enhancing the features and functionality of our websites and providing our customers with a more
personalized shopping experience. We are going to continue to enhance our Web platform attributes for customer tracking and marketing ability,
which allows us, among other things, to track purchases by customer. In addition, we will continue to increase our paid key word search terms,
and will continue to add these search terms to various shopping search engines; and

•

increase sales and profitability through the maturation of the 184 stores we opened since the beginning of 2007 through Fiscal 2010. In Fiscal
2010, comparable stores outperformed their business plans, resulting in a 7.1% increase in comparable store sales (a store is included in the
comparable store sales calculation after 410 days of operations). The increase in our store base has improved shopping convenience to our
customers, and we plan to selectively open approximately 40 new stores per year over the next few years.

Retail Stores
We believe we operate a unique retail store format in the VMS industry by locating our retail stores in high-traffic areas, instead of a mall-based retail
format similar to our competitors. Many of our stores are freestanding, which further enhance store visibility. Our retail store format has been successful in
diverse geographic and demographic markets, ranging from urban locations in New York City and Chicago, to suburban locations in Plantation, Florida and
Manhattan Beach, California, as well as to resort locations in Hawaii. Our stores carry a broad selection of VMS products and are staffed with highly
experienced and knowledgeable associates who are able to educate our customers about product features and assist in product selection.
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Store Counts and Locations
We plan to open approximately 48 new stores in Fiscal 2011. The following table shows the change in our network of stores for the Fiscal Years 2006
through 2010:

Stores open at beginning of year
Stores opened
Stores closed
Stores open at end of year

2010

2009

Fiscal Year
2008

2007

2006

438
47
(1)

401

341

306

275

39

62

36

(2)
438

(2)
401

(1)
341

32
(1)
306

484

Our stores typically require three to four years to mature, generating lower store level sales and store contribution in the initial years than our mature
stores. As a result, new stores generally have a negative impact on our overall operating margin. As our recently opened stores mature, we expect them to
contribute meaningfully to our sales and store contribution. The following table reflects our store count by state at December 25, 2010:
State

Alabama
Arizona
California
Colorado
Connecticut
Delaware

District of Columbia
Florida
Georgia
Hawaii
Iowa
Idaho
Illinois

Indiana

Kansas
Kentucky
Louisiana
Maryland
Massachusetts
Michigan

Stores Open at
December 25, 2010

Stores Open at
December 25, 2010

State

Minnesota
Missouri
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
Ohio
Oregon
Pennsylvania
Rhode Island
South Carolina
Tennessee
Texas
Vermont
Virginia
Washington

4

9
56
8
9
2
1
61
12
5
1
1
23

7
2
4
3

15
12
11

4

2
3
3

24

2
59
14

15
4

15
1
8
8
40

Wisconsin

1
22
7
6

Total

484

As of March 4, 2011, we leased the property for all of our 493 stores. Our typical lease terms are ten years, with one or two five-year renewal options.
We do not believe that any individual store property is material to our financial condition or results of operations. Of the leases for our stores, 10 expire in
Fiscal 2011, 26 expire in Fiscal 2012, 60 expire in Fiscal 2013, 79 expire in Fiscal 2014, 62 expire in Fiscal 2015, and the balance expire in Fiscal 2016 or
thereafter.
Our primary warehouse and distribution center and corporate headquarters are consolidated into a leased, 230,000 square-foot state-of-the-art facility.
The initial lease term for the facility, which commenced in 2002, is for 15 years, with one five-year renewal option. In addition to our primary facility, we
entered into an agreement with a west coast third party logistics facility during Fiscal 2010, which we began fully utilizing during the third fiscal quarter of
Fiscal 2010. The agreement is for a period of three years, and supplies certain of our stores in the western United States with our most popular products.
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We believe that all of our current facilities are in good condition and are suitable and adequate for our current and reasonably anticipated future needs.
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Other
We organize our products by category enabling easy comparisons between different brands within each product sub-category, including our Vitamin
Shoppe and BodyTech proprietary brands. In addition, our stores are staffed with highly experienced and knowledgeable health enthusiasts, many of whom
are regular and informed VMS consumers. Our associates are trained to educate our customers about product features and assist our customers in product
selection. To further educate our customers, our stores are equipped with Health Notes, as well as a library whereby our customers can freely read health
related literature and purchase books for their personal libraries.
Products

We offer a broad selection of vitamins, minerals, herbs, specialty supplements, sports nutrition and other health and wellness products with over
20,000 SKUs from over 700 national brands. Our products are sold under our Vitamin Shoppe, BodyTech and MD Select brand names, including Ultimate
Man, Ultimate Woman and Whey Tech, and under nationally recognized third party brand names, including Solgar ®, Twinlab®, EAS® and Nature’s Way®.
This variety is designed to provide our customers with a vast selection of products to fit their specific needs. Sales of our Vitamin Shoppe and BodyTech
branded products account for approximately 24% of our net sales in Fiscal 2010.

Key Product Categories
Based on data collected from our merchandise systems, below is a comparison of our net merchandise sales by major product category and the
respective percentage of our total net merchandise sales for the periods shown (in thousands):
Product Category

Fiscal 2010
Dollars

$302,568
393,349
51,130

Vitamins, Minerals and Herbs
Specialty Supplements and Sports Nutrition
Other
Total

747,047
4,435

Delivery Revenue

$751,482

%

Fiscal 2009
Dollars

40%

$ 242,210

53%
7%

381,434
47,031

100%

670,674
3,821
$674,495

%

36%
57%
7%
100%

Fiscal 2008
Dollars

$ 209,698
336,397
51,190
597,285
4,255
$ 601,540

%

35%
5 6%
9%
100%

Vitamins and Minerals
Vitamins and minerals are taken to maintain health, proactively to improve health and in support of specific health conditions. These products help
prevent nutrient deficiencies that can occur when diet alone does not provide all the necessary vitamins and minerals our bodies need. The vitamin and mineral
product category includes multi-vitamins, which many consider to be a foundation of a healthy regimen, lettered vitamins, such as Vitamin A, C, D, E, and
B-complex, along with major and trace minerals such as calcium, magnesium, chromium and zinc. With approximately 4,000 SKUs, a wide range of
potency levels and multiple delivery systems, our customers have many choices to fit their individual needs. Our vitamin and mineral products are available
in tablets, capsules, vegi-capsules, softgels, gelcaps, liquids and powders.

Herbs
Herbs offer a natural remedy and are taken to address specific conditions. Certain herbs can be taken to help support specific body systems, including
ginkgo to support brain activity and milk thistle to help maintain proper liver function, as well as other less common herbs such as holy basil for stress relief
and blood sugar control, turmeric for inflammation support and black cohosh for menopause support. Herbal products include whole herbs, standardized
extracts, herbs designed for single remedies, herb combination formulas and teas. With over 7,000 SKUs, a wide range of potency levels and multiple delivery
systems, our customers have many choices to fit their individual needs. Our herb products are available in tablets, capsules, vegi-capsules, soft gels, gelcaps,
liquids, tea bags and powders.
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Specialty Supplements
Specialty supplements help supply higher levels of nutrients than diet alone can provide, help people stay healthy, and support specific conditions and
life stages such as childhood, pregnancy, menopause and aging. Categories of specialty supplements include essential fatty acids, probiotics and condition
specific formulas. Certain specialty supplements, such as organic greens, psyllium fiber and soy proteins, are taken for added support during various life
stages and are intended to supplement vital nutrients absent in an individual’s diet. Flax seed oils and folic acid are specifically useful during pregnancy.
Super antioxidants, such as coenzyme Q-10, grapeseed extract and pycnogenol, are taken to address specific conditions. High ORAC (oxygen radical
absorptive capacity) fruit concentrates like gogi, mangosteen, pomegranate and blueberry are taken to supplement high levels of natural nutrients not available
in modern diets. Other specialty supplement formulas are targeted to support specific organs, biosystems and body functions. For example, we offer Ultimate
Memory Aid for brain function, Sleep Naturally for sleeplessness and various enzyme combinations for other support systems. We offer over 5,000
supplement SKUs available in tablets, capsules, vegi-capsules, soft gels, gelcaps, sublingual and liquid forms.

Sports Nutrition
Our sports nutrition consumers are looking for products to help maintain or supplement a healthy lifestyle. These products are used in conjunction with
cardiovascular conditioning, weight training and sports activities. Major categories in sports nutrition include protein and weight gain powders, meal
replacements, nutrition bars, sport drinks and pre and post-workout supplements to either add energy or enhance recovery after exercise. Our sports nutrition
products are offered in many convenient forms, such as powders, tablets, capsules, soft gels and liquids. Our sports nutrition consumers include the sports
enthusiast, weekend warrior, endurance athlete, marathoner and serious bodybuilder, as well as those seeking to maintain a healthy fitness level. We offer over
2,000 SKUs in sports nutrition.

Other
Our “Other” category represents all other product classifications we stock that do not fit within the previously described categories. These products
include natural beauty and personal care, natural pet food, low carb foods and diet and weight management supplements. Natural beauty and personal care
products offer an alternative to traditional products that often contain synthetic and/or other ingredients that our customers find objectionable. We offer over
2,000 SKUs for our other category. Our customers choose these products over more traditional products because they contain organic and natural ingredients,
are produced without the use of pesticides or animal testing and are more closely aligned with the health and wellness goals of our customers. Our wide variety
of diet and weight management products range from low calorie bars, drinks and meal replacements to energy tablets, capsules and liquids. Our natural pet
products include nutritionally balanced foods and snacks along with condition specific supplements such as glucosamine for joint health.

Access to New Products and New Product Development
A key component of customer satisfaction is the introduction of new products. We identify customer trends through interactions with our customers,
attending trade shows, contacting vendors and generally being active within the marketplace. We maintain close relationships with our third party branded
manufacturers, which allows us to be at the forefront of introducing new third party branded products within the industry. In addition, we maintain a product
development group that is staffed with knowledgeable employees who oversee our development of new Vitamin Shoppe branded products. During the past three
Fiscal years, we focused on, and will continue to focus on, developing Vitamin Shoppe branded product offerings for beauty care, condition-specific and
branded blended specialty supplements (which are designed to assist with certain conditions, for example, sleep difficulties) and functional foods and
beverages (offering further benefits beyond nourishment and hydration, such as additional vitamins and minerals). We are also focusing on enhancing our
Vitamin Shoppe branded product offerings under our BodyTech label as we see a significant opportunity for expansion in the sports nutrition category. We
incurred $2.1 million, $1.5 million and $1.4 million of research and development costs for the Fiscal 2010, Fiscal 2009 and Fiscal 2008, respectively.

Suppliers and Inventory
Optimum Nutrition is the only supplier from whom we purchased at least 5% of our merchandise during Fiscal 2010, and Nature’s Value, Inc. was the
only supplier from whom we purchased at least 5% of our merchandise during Fiscal 2009 and 2008. We purchased approximately 6% of our total
merchandise from Optimum Nutrition during Fiscal 2010, and 6%, and 7% of our total merchandise from Nature’s Value, Inc. during Fiscal 2009 and 2008,
respectively.

We consider numerous factors in supplier selection, including, but not limited to, quality, price, credit terms, and product offerings. As is customary in
our industry, we generally do not have long-term contracts with any supplier and most suppliers may discontinue selling to us at any time.
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We strive to maintain sufficient inventory to enable us to provide a high level of service to our customers. Inventory, accounts receivable and accounts
payable levels, payment terms and return policies are in accordance with standard business procedures. We maintain a distribution center which we use in
conjunction with a just-in-time inventory ordering system that we use to replenish our stores based upon customer demand of a given product or products. Our
working capital requirements for merchandise inventory will continue to increase as we continue to open additional stores. Currently, our practice is to
establish an inventory level of approximately $165,000 to $185,000 in cost for each of our stores, a portion of which is vendor-financed, based upon agreed
credit terms, with the remainder being purchased in cash. Thirty day payment terms are extended to us by some of our suppliers allowing us to effectively
manage our inventory and working capital. We believe that our buying power enables us to receive favorable pricing terms and enhances our ability to obtain
high demand merchandise.

Warehouse and Distribution
Our primary distribution facility is a state of the art warehouse facility which provides operating space of approximately 180,000 square feet and gives
us great control over supervision costs and distribution center related inventory levels. In addition, through a combination of improved technology, processes,
controls and layout, we have greatly improved our pick accuracy rates and net inventory accuracy rates. The primary facility currently operates two shifts,
seven days a week, and offers the ability to expand our schedule and capacity to meet future demand. In addition, we warehouse and distribute from a west
coast third party logistics provider with operating space of approximately 20,000 square feet, which operates one shift seven days a week, to service certain of
our west coast stores. With minor physical changes, and systems enhancements to our primary facility, along with our west coast distribution operations, we
believe we have sufficient warehousing and distribution capacity for the next several years.

Regulatory and Quality Control
The Food and Drug Administration (“FDA”) is the regulatory authority charged with overseeing the products marketed by us and the products found in
our stores. The Federal Trade Commission (“FTC”) regulates the advertising of the products marketed by us and the products found in our stores.

Our Scientific and Regulatory Affairs (“S&RA”) department reviews all aspects of our Company’s FDA and FTC regulatory processes, ensuring
compliance with regulations. We have established processes to review the underlying safety and efficacy of our Vitamin Shoppe and BodyTech branded
products. These processes include review of the ingredients’ safety information, product formulation, product form, product labeling, the efficacy and claim
support for the product and any marketing materials. All consumer communications that deal with product and health issues must be approved by S&RA
prior to being disseminated to the public.
We have standard procedures whereby all potential Vitamin Shoppe contract manufacturers are reviewed and approved before they can supply any of
our Vitamin Shoppe or BodyTech branded products. In addition, all potential new products are vetted and approved prior to being accepted into our Vitamin
Shoppe or BodyTech branded product line.

Our three primary suppliers for our Vitamin Shoppe and BodyTech branded products are Nature’s Value, Inc., Rasi Laboratories, Inc., and Main Street
Ingredients, and Softgel Technology, Inc, which together produce over half of our Vitamin Shoppe and BodyTech branded products. We have long-term
relationships with these suppliers of over ten years. There are numerous contract manufacturers in our industry and we do not believe it would be difficult to
source our products from other vendors, should all of our three primary suppliers cease providing us with supplies. Our relationships with manufacturers
require that all Vitamin Shoppe and BodyTech branded products not be adulterated or misbranded under any provisions of the Federal Food, Drug, and
Cosmetic Act (“FDCA”) and the regulations promulgated thereunder. This includes, but is not limited to, compliance with applicable Good Manufacturing
Practices (“GMP”). This means that ingredients in our products must be tested for identity, purity, quality, strength, and composition before being
incorporated into our Vitamin Shoppe or BodyTech branded products, and that our final Vitamin Shoppe and BodyTech branded products must again be
tested for identity, purity, quality, strength, and composition prior to being released. All of these products require a certificate of analysis, which includes
certification to 100% of label claim.
We have established a standard quality control operating procedure that calls for on-site audits of our contract manufacturers’ facilities and processes,
and have established an internal team that will audit each of these facilities and work with our contract manufacturers to resolve any noncompliance with
dietary supplement GMP regulations. We require that our manufacturers have certificates of analysis (such as for microbe testing and label testing).
Additionally, we have established standard quality control operating procedures to review vendors of third party products and require them to carry
adequate insurance policies to satisfy our standards. We further review each new product proposed to be carried by us to assure the safety of the ingredients.
We reject those products that we believe may be unsafe. Our third party manufacturers and distributors and contract manufacturers deliver finished products
to our warehouse and distribution centers, which then supply our retail and direct channels with products.
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Healthy Awards Program
Our Healthy Awards Program, which we established over 14 years ago, encourages our customers to make repeat purchases and enables us to enhance
customer loyalty. The program is open to customers across our two distribution channels and is free of charge to join. Members of the program earn one point
for every dollar they spend, starting with the first purchase upon joining the program. If a member accumulates over 100 points between January 1 and
December 31 in a calendar year, the member will receive a special credit certificate in January of the following year to use on any single purchase made before
March 31 of that year. We signed up approximately 1.2 million new members in our new and existing stores in Fiscal 2010. The number of active members
between retail and online shoppers has grown to approximately 4.1 million as of December 25, 2010.

We utilize our Healthy Awards Program database to track customer purchasing patterns across our two business segments, analyze market and industry
trends and create targeted merchandising and marketing strategies. In addition, it provides us with customer and demographic data that has been used to assist
us in the selection of future store locations.

Marketing
We believe our high quality real estate is one of our primary marketing tools, as we ensure that our stores are located in high-visibility areas. We
advertise in national magazines, and do local advertising via direct mail, radio and television for new stores. We also do niche radio advertising and occasional
television advertising. We also exhibit at many consumer trade shows across the country. Additionally, we conduct targeted marketing efforts by mailing offers
and promotional announcements to members of our Healthy Awards Program.

We promote our Vitamin Shoppe and BodyTech branded products through our retail channel by placing the products in strategic and highly visible
locations in our stores. Our retail and promotional activities promote our Vitamin Shoppe and BodyTech branded products as the “best value” brand of our instore products.

Competition
The U.S. nutritional supplements retail industry is highly competitive and fragmented. According to the NBJ and public filings with the SEC, no single
retailer accounted for more than 5% of total industry sales in 2009. Competition is based primarily on quality, product assortment, price, customer service,
marketing support and availability of new products. We compete with publicly and privately owned companies with broad geographical market coverage and
product categories. We compete with other specialty and mass market retailers including Vitamin World ®, GNC®, Whole Foods®, Costco® and Wal-Mart®,
Internet and mail order companies including Puritan’s Pride ®, Vitacost.com®, Bodybuilding.com ®, Doctors Trust®, Swanson ® and iHerb ® in addition to a
variety of independent health and vitamin stores.

Insurance and Risk Management
We purchase insurance to cover standard risks in our industry, including policies to cover general and products liability, workers compensation, travel
liability, auto liability and other casualty and property risks. Our insurance rates are based on our safety record as well as trends in the insurance industry.
We face an inherent risk of exposure to product liability claims in the event that, among other things, the use of our products results in injury. With
respect to product liability coverage, we carry insurance coverage typical of our industry and product lines. Our coverage involves self-insured retentions with
primary and excess liability coverage above the retention amount. We have the ability to refer claims to our contract manufacturers, third party vendors and
their respective insurers to pay the costs associated with any claims arising from such contract manufacturers’ or third party vendors’ products. Our
insurance covers any claims that are not adequately covered by a contract manufacturer’s or third party vendor’s insurance and provides for excess secondary
coverage above the limits provided by our contract manufacturers or third party vendors. We believe we have obtained a prudent amount of insurance for the
insurable risks associated with our business. Our experience is that our insurance costs have increased in the past, and may increase in the future.

Trademarks and Other Intellectual Property
We believe trademark protection is particularly important to the maintenance of the recognized proprietary brand names under which we market our
products. We own material trademarks or trade names that we use in conjunction with the sale of our products, including the Vitamin Shoppe, BodyTech,
MD Select, and Eco Shoppe brand names. We also rely upon trade secrets, know-how, continuing technological innovations and licensing opportunities to
develop and maintain our competitive position. We protect our intellectual property rights through a variety of methods including trademark and trade secret
laws, as well as confidentiality agreements and proprietary information agreements with vendors, employees, consultants and others who have access to our
proprietary information. Protection of our intellectual property often affords us the opportunity to enhance our position in the
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marketplace by precluding our competitors from using or otherwise exploiting our technology and brands. The carrying value of our trademark, which is an
indefinite lived intangible asset, was $68.8 million at both December 25, 2010 and December 26, 2009.

Sales from International Sources
For the last three years, less than 0.5% of our sales have been derived from international sources.

Employees
As of December 25, 2010, we had a total of 2,220 full-time and 1,361 part-time employees, of whom 3,083 were employed in our retail channel and
498 were employed in corporate, distribution and direct channel support functions. None of our employees belongs to a union or is a party to any collective
bargaining or similar agreement. We consider our relationships with our employees to be good.

Environmental
We are subject to numerous federal, state, local and foreign laws and regulations governing our operations, including the handling, transportation and
disposal of our products and our non-hazardous and hazardous substances and wastes, as well as emissions and discharges into the environment, including
discharges to air, surface water and groundwater. Failure to comply with such laws and regulations could result in costs for corrective action, penalties or the
imposition of other liabilities. Changes in environmental laws or the interpretation thereof or the development of new facts could also cause us to incur
additional capital and operational expenditures to maintain compliance with environmental laws and regulations. We also are subject to laws and regulations
that impose liability and cleanup responsibility for releases of hazardous substances into the environment without regard to fault or knowledge about the
condition or action causing the liability. Under certain of these laws and regulations, such liabilities can be imposed for cleanup of previously owned or
operated properties. The presence of contamination from such substances or wastes could also adversely affect our ability to utilize our leased properties.
Compliance with environmental laws and regulations has not had a material effect upon our earnings or financial position; however, if we violate any
environmental obligation, it could have a material adverse effect on our business or financial performance.

Government Regulation

The formulation, manufacturing, processing, labeling, packaging, advertising and distribution of our products are subject to regulation by several
federal agencies, including the FDA, the FTC, the Consumer Product Safety Commission, the U.S. Department of Agriculture (“DOA”) and the
Environmental Protection Agency (“EPA”). These activities are also regulated by various agencies of the states and localities in which our products are sold.
Pursuant to the FDCA, the FDA regulates the processing, formulation, safety, manufacture, packaging, labeling and distribution of dietary supplements
(including vitamins, minerals, and herbs) and cosmetics. The FTC has jurisdiction to regulate the advertising of these products.
The FDCA has been amended several times with respect to dietary supplements, in particular by the Dietary Supplement Health and Education Act of
1994 (“DSHEA”). DSHEA established a new framework governing the composition, safety, labeling and marketing of dietary supplements. “Dietary
supplements” are defined as vitamins, minerals, herbs, other botanicals, amino acids and other dietary substances for human use to supplement the diet, as
well as concentrates, metabolites, constituents, extracts or combinations of such dietary ingredients. Generally, under DSHEA, dietary ingredients that were on
the market prior to October 15, 1994 may be used in dietary supplements without notifying the FDA. New dietary ingredients (i.e., not marketed in the U.S.
prior to October 15, 1994) must be the subject of a new dietary ingredient notification submitted to the FDA unless the ingredient has been “present in the food
supply as an article used for food” without being “chemically altered.” A new dietary ingredient notification must be submitted to the FDA at least 75 days
before the initial marketing of the new dietary ingredient. There is no certainty that the FDA will accept any particular evidence of safety for any new dietary
ingredient. The FDA’s refusal to accept such evidence could prevent the marketing of such dietary ingredients.

DSHEA permits “statements of nutritional support” to be included in labeling for dietary supplements without premarket FDA approval. Such
statements must be submitted to the FDA within 30 days of marketing and must bear a label disclosure that “This statement has not been evaluated by the
Food and Drug Administration. This product is not intended to diagnose, treat, cure, or prevent any disease.” Such statements may describe how a particular
dietary ingredient affects the structure, function or general well-being of the body, or the mechanism of action by which a dietary ingredient may affect body
structure, function or well-being, but may not expressly or implicitly represent that a dietary supplement will diagnose, cure, mitigate, treat, or prevent a
disease. A company that uses a statement of nutritional support in labeling must possess scientific evidence substantiating that the statement is truthful and
not misleading. If the FDA were to determine that a particular statement of nutritional support was an unacceptable drug claim or an unauthorized version of a
disease claim for a food product, or if the FDA were to determine that a particular claim was not adequately supported by existing scientific data or was false
or misleading, we would be prevented from using that claim.
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In addition, DSHEA provides that so-called “third-party literature,” e.g. a reprint of a peer-reviewed scientific publication linking a particular dietary
ingredient with health benefits, may be used “in connection with the sale of a dietary supplement to consumers” without the literature being subject to
regulation as labeling. Such literature must not be false or misleading; the literature may not “promote” a particular manufacturer or brand of dietary
supplement; and a balanced view of the available scientific information on the subject matter must be presented. If the literature fails to satisfy each of these
requirements, we may be prevented from disseminating such literature with our products, and any dissemination could subject our product to regulatory
action as an illegal drug. The FDA adopted final regulations regarding GMP, in manufacturing, packing, or holding dietary ingredients and dietary
supplements, authorized by DSHEA on June 25, 2007. GMP regulations require dietary supplements to be prepared, packaged and held in compliance with
strict rules, and require quality control provisions similar to those in the GMP regulations for drugs. We or our third party manufacturers may not be able to
comply with these new rules without incurring substantial additional expenses.

The FDA has broad authority to enforce the provisions of the FDCA applicable to foods, dietary supplements, and cosmetics including powers to issue
a public warning letter to a company, to publicize information about illegal products, to request a recall of illegal products from the market, and to request the
Department of Justice to initiate a seizure action, an injunction action, or a criminal prosecution in the United States courts. The regulation of foods, dietary
supplements and cosmetics may increase or become more restrictive in the future.
Legislation has been passed that imposes substantial new regulatory requirements for dietary supplements. One new law requires adverse event
reporting, and some post-market surveillance requirements on the OTC (over the counter) and dietary supplement industries. Other legislation expected to be
introduced in the current Congress could impose new requirements which could raise our costs and hinder our business.

The FTC exercises jurisdiction over the advertising of foods, dietary supplements and cosmetics. In recent years, the FTC has instituted numerous
enforcement actions against dietary supplement companies for failure to have adequate substantiation for claims made in advertising or for the use of false or
misleading advertising claims. As a result of our efforts to comply with applicable statutes and regulations, we have from time to time reformulated, eliminated
or relabeled certain of our products and revised certain provisions of our sales and marketing program. The FTC has broad authority to enforce its laws and
regulations applicable to foods, dietary supplements and cosmetics, including the ability to institute enforcement actions which often result in consent decrees,
injunctions, and the payment of civil penalties by the companies involved. Failure to comply with the FTC’s laws and regulations could impair our ability to
market our products.

Item 1A.

Risk Factors

You should carefully consider the following factors, in addition to other information in this Annual Report on Form 10-K, in evaluating our Company
and our business.

Unfavorable publicity or consumer perception of our products and any similar products distributed by other companies could cause fluctuations
in our operating results and could have a material adverse effect on our reputation, resulting in decreased sales.
We are highly dependent upon consumer perception regarding the safety and quality of our products, as well as similar products distributed by other
companies. Consumer perception of products can be significantly influenced by adverse publicity in the form of published scientific research, national media
attention or other publicity, whether or not accurate, that associates consumption of our products or any other similar products with illness or other adverse
effects, or questions the benefits of our or similar products or that claims that any such products are ineffective. A product may be received favorably,
resulting in high sales associated with that product that may not be sustainable as consumer preferences change. Future scientific research or publicity could
be unfavorable to our industry or any of our particular products and may not be consistent with earlier favorable research or publicity. Such research or
publicity could have a material adverse effect on our ability to generate sales. For example, sales of some of our products, such as those containing Ephedra,
were initially strong, but decreased as a result of negative publicity and an ultimate ban by the FDA. As a result of the above factors, our operations may
fluctuate significantly from quarter-to-quarter and year to year.

Our failure to appropriately respond to changing consumer preferences and demand for new products and services could significantly harm our
customer relationships and sales.
Our business is subject to changing consumer trends and preferences. Our failure to accurately predict or react to these trends could negatively impact
consumer opinion of us as a source for the latest products, which in turn could harm our customer relationships and cause us to lose market share. The
success of our new product offerings depends upon a number of factors, including our ability to:

•

anticipate customer needs;

•

innovate and develop new products;

•

successfully commercialize new products in a timely manner;

•

price our products competitively with retail and online competitors;
14

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Table of Contents

•

deliver our products in sufficient volumes and in a timely manner; and

•

differentiate our product offerings from those of our competitors.

If we do not introduce new products or make enhancements to meet the changing needs of our customers in a timely manner, some of our products could
be rendered obsolete, which could have a material adverse effect on our sales and operating results.

We may incur material product liability claims, which could increase our costs and adversely affect our reputation, sales and operating income.
As a retailer and direct marketer of products designed for human consumption, we are subject to product liability claims if the use of our products is
alleged to have resulted in injury or include inadequate instructions for use or inadequate warnings concerning possible side effects and interactions with other
substances. Most of our products are vitamins, minerals, herbs and other ingredients that are classified as foods or dietary supplements and are not subject to
pre-market regulatory approval in the United States. Our products could contain contaminated substances, and some of our products contain ingredients that
do not have long histories of human consumption. Previously unknown adverse reactions resulting from human consumption of these ingredients could occur.
While we attempt to manage these risks by obtaining indemnification agreements and insurance, our insurance policies may not be sufficient or available
and/or third parties may not satisfy their commitments to us. A product liability claim against us could result in increased costs and could adversely affect
our reputation with our customers, which in turn could adversely affect our financial performance. See “Business—Legal Proceedings.”

We may not be able to obtain insurance coverage in the future at current rates.
Our current insurance program is consistent with both our past level of coverage and our risk management policies. While we believe we will be able to
obtain product liability insurance in the future, because of increased selectivity by insurance providers we may only be able to obtain such insurance at
increased rates and/or with reduced coverage levels which could reduce our income from operations.

Compliance with new and existing governmental regulations could increase our costs significantly and adversely affect our operating income.
The processing, formulation, manufacturing, packaging, labeling, advertising and distribution of our products are subject to federal laws and
regulation by one or more federal agencies, including the FDA, Federal Trade Commission (“FTC”), the Department of Agriculture (“DOA”) and the
Environmental Protection Agency (“EPA”). These activities are also regulated by various state, local and international laws and agencies of the states and
localities in which our products are sold. Regulations may prevent or delay the introduction, or require the reformulation, of our products, which could result
in lost sales and increased costs to us. The FDA may not accept the evidence of safety for any new ingredients that we may want to market, may determine
that a particular product or product ingredient presents an unacceptable health risk, may determine that a particular statement of nutritional support on our
products, or that we want to use on our products, is an unacceptable drug claim or an unauthorized version of a food “health claim,” or the FDA or the FTC
may determine that particular claims are not adequately supported by available scientific evidence. Any such regulatory determination would prevent us from
marketing particular products or using certain statements on our products which could adversely affect our sales of those products. The FDA also could
require us to remove a particular product from the market. For example, in April 2004, the FDA banned the sale of products containing Ephedra. We stopped
selling Ephedra-based products in June 2003. Sales of products containing Ephedra amounted to approximately $10.9 million, or 4% of our net sales, in 2002.
Any recall or removal of products we sell could result in additional costs to us and the loss of future sales from any products that we are required to remove
from the market. Any such product recalls or removals could also lead to liability and substantial costs. Delayed product introduction, product recalls or
similar issues as a result of governmental regulation may arise from time to time, which may have a material adverse effect on our sales and operating results.
In addition, from time to time, Congress, the FDA, the FTC or other federal, state, local or foreign legislative and regulatory authorities may impose
additional laws or regulations that apply to us, repeal laws or regulations that we consider favorable to us or impose more stringent interpretations of current
laws or regulations. We are not able to predict the nature of such future laws, regulations, repeals or interpretations or to predict the effect additional
governmental regulation, when and if it occurs, would have on our business in the future. Such developments could require reformulation of certain products
to meet new standards, recalls or discontinuance of certain products not able to be reformulated, additional record-keeping requirements, increased
documentation of the properties of certain products, additional or different labeling, additional scientific substantiation, adverse event reporting or other new
requirements. Any such developments could increase our costs significantly and could have a material adverse effect on our business, financial condition and
results of operations. For example, legislation has been passed by Congress to, among other things, impose substantial new regulatory requirements for dietary
supplements, including adverse event reporting, and post-market surveillance requirements, which could raise our costs and negatively impact our business.
In addition, the FDA has adopted rules on good manufacturing practices (“GMP”) in manufacturing, packaging, or holding dietary ingredients and dietary
supplements, which apply to the products we distribute. These regulations will require dietary supplements to be prepared, packaged and held in compliance
with stricter rules, and require quality control provisions similar to those in the drug GMP regulations. We or our third-
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party manufacturers may not be able to comply with the new rules without incurring additional expenses, which could be significant. See “Business
—Government Regulation.”

We rely on contract manufacturers to produce all of the Vitamin Shoppe and BodyTech branded products we sell. Disruptions in our contract
manufacturers’ systems or losses of manufacturing certifications could adversely affect our sales and customer relationships.
Our contract manufacturers produce 100% of our Vitamin Shoppe and BodyTech branded products. Any significant disruption in those operations for
any reason, such as regulatory requirements and loss of certifications, power interruptions, fires, hurricanes, war or threats of terrorism could adversely
affect our sales and customer relationships.

Increase in the price and shortage of supply of key raw materials could adversely affect our business.
Our products are composed of certain key raw materials. If the prices of these raw materials were to increase significantly, it could result in a significant
increase to us in the prices our contract manufacturers and third party manufacturers charge us for our Vitamin Shoppe and BodyTech branded products and
third party products. Raw material prices may increase in the future and we may not be able to pass on such increases to our customers. A significant increase
in the price of raw materials that cannot be passed on to customers could have a material adverse effect on our results of operations and financial condition. In
addition, if we no longer are able to obtain products from one or more of our suppliers on terms reasonable to us or at all, our revenues could suffer. We
purchased over 10% of our Vitamin Shoppe and BodyTech branded products from Nature’s Value, Inc. Events such as the threat of terrorist attacks or war,
or the perceived threat thereof, may also have a significant impact on raw material prices and transportation costs for our products. In addition, the
interruption in supply of certain key raw materials essential to the manufacturing of our products, may have an adverse impact on our supplier’s ability to
provide us with the necessary products needed to maintain our customer relationships and an adequate level of sales.

We rely primarily on a single warehouse and distribution facility to distribute most of the products we sell. Disruptions to our warehouse and
distribution facility could adversely affect our business.
Our primary warehouse and distribution operations are currently concentrated in a single location adjacent to our corporate headquarters in New Jersey.
Although we have added a west coast distribution logistics solution to our operations during 2010 to service certain of our west coast stores, any significant
disruption to our primary distribution center operations for any reason, such as a flood, fire or hurricane, could adversely affect our product distributions and
sales until such time as we are able to secure an alternative distribution method.

Our new store base, or any stores opened in the future, may not achieve sales and operating levels consistent with our mature store base on a
timely basis or at all. In addition, our growth strategy includes the addition of a significant number of new stores each year. We may not be able to
successfully implement this strategy on a timely basis or at all, and our business could be adversely affected if we are unable to successfully
negotiate favorable lease terms.
Since the beginning of 2007, we have aggressively pursued new store growth by opening 184 new stores through Fiscal 2010 in existing and new
markets. Historically, our new stores have reached sales that are consistent with our mature stores over the course of a three to four year period. New stores
opened since the beginning of 2007, or any new stores to be opened in the future, may not achieve sales and operating levels consistent with our mature store
base in this time frame or at all. The failure of our new store base to achieve sales and operating levels consistent with our mature store base on a timely basis
will have an adverse effect on our financial condition and operating results. As of March 4, 2011, we leased 493 stores along with our corporate headquarters
and distribution facility. The store leases are generally for a term of ten years and we have options to extend most leases for a minimum of five years. Our
business, financial condition, and operating results could be adversely affected if we are unable to continue to negotiate acceptable lease and renewal terms.

In addition, our growth continues to depend, in part, on our ability to open and operate new stores successfully. The success of this strategy depends
upon, among other things, the identification of suitable sites for store locations, the negotiation of acceptable lease terms, the hiring, training and retention of
competent sales personnel, and the effective management of inventory to meet the needs of new and existing stores on a timely basis. Our proposed expansion
will also place increased demands on our operational, managerial and administrative resources. These increased demands could cause us to operate our
business less effectively, which in turn could cause deterioration in the financial performance of our existing stores. Further, our new store openings may result
in reduced net sales volumes in the direct channel, as well as in our existing stores in those markets. We expect to fund our expansion through cash flow from
operations and, if necessary, by borrowings under our revolving credit facility. If we experience a decline in performance, we may slow or discontinue store
openings. If we fail to successfully implement these strategies, our financial condition and operating results may be adversely affected.

We operate in a highly competitive industry. Our failure to compete effectively could adversely affect our sales and growth prospects.
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The U.S. nutritional supplements retail industry is a large and highly fragmented industry. In 2009, no single industry participant accounted for more
than 5% of total industry sales. We compete primarily against other specialty retailers, supermarkets, drugstores, mass merchants, multi-level marketing
organizations and mail order companies. This market is highly sensitive to the introduction of new products, which may rapidly capture a significant share of
the market. As certain products become more mainstream, we experience increased competition for those products. For example, as the trend in favor of low
carb products developed, we experienced increased competition for our low carb products from supermarkets, drug stores, mass merchants and other food
companies. Increased competition from companies that distribute through retail, internet or wholesale channels could have a material adverse effect on our
financial condition and results of operations. Certain of our competitors may have significantly greater financial, technical and marketing resources than we
do. In addition, our competitors may be more effective and efficient in introducing new products. We may not be able to compete effectively, and any of the
factors listed above may cause price reductions, reduced margins and losses of our market share.

If we fail to protect our brand name, competitors may adopt tradenames that dilute the value of our brand name.
We may be unable or unwilling to strictly enforce our trademark in each jurisdiction in which we do business. In addition, because of the differences in
foreign trademark laws concerning proprietary rights, our trademarks may not receive the same degree of protection in foreign countries as they do in the
United States. Also, we may not always be able to successfully enforce our trademarks against competitors, or against challenges by others. Our failure to
successfully protect our trademarks could diminish the value and efficacy of our past and future marketing efforts, and could cause customer confusion,
which could, in turn, adversely affect our sales and profitability. Moreover, we may be subject to intellectual property litigation and infringement claims,
which could cause us to incur significant expenses or prevent us from selling or using some aspect of our products.

Our indebtedness could adversely affect our financial health.
Our indebtedness could have important consequences on our operations. For example, it could:

•

increase our vulnerability to general adverse economic, industry and competitive conditions;

•

require us to dedicate a substantial portion of our cash flow from operations to payments on our indebtedness, thereby reducing the availability of
our cash flow to fund working capital, new store growth and other capital expenditures, research and development efforts and other general
corporate purposes;

•

limit our flexibility in planning for, or reacting to, changes in our business and the industry in which we operate;

•

place us at a competitive disadvantage compared to our competitors that have less debt; and

•

limit our ability to borrow additional funds.

Recent legislation regarding healthcare may adversely impact our results of operations
We currently provide medical and dental insurance benefits to substantially all of our full-time employees. The Patient Protection and Affordable Care
Act, signed into law in March 2010, may cause the cost of providing medical insurance to our employees to increase. We may not be able to pass these costs
on to our customers, which could have an adverse impact on our results of operations and cash flows.

Item 1B.

Unresolved Staff Comments

None.

Item 2.

Properties

As of March 4, 2011, there were 493 retail stores open in the United States. See “Item 1—Business—Store Counts and Locations” for additional
information on the growth in our network of stores for Fiscal 2006 through 2010 and the location of our stores as of December 25, 2010. As of March 4,
2011, we leased the property for all of our 493 stores. We do not believe that any individual store property is material to our financial condition or results of
operation. Of the leases for our stores, 10 expire in Fiscal 2011, 26 expire in Fiscal 2012, 60 expire in Fiscal 2013, 79 expire in Fiscal 2014, 62 expire in
Fiscal 2015, and the balance expire in Fiscal 2016 or thereafter. We have options to extend most of these leases for a minimum of five years.
Our corporate offices, along with our primary warehouse and distribution center, are housed in one state-of-the-art facility. The initial lease term for the
facility, entered into in Fiscal 2002, was for 15 years, with one five-year renewal option. In addition to our primary distribution facility, we entered into an
agreement with a west coast third party logistic solution facility for a period of three years, which we began using in our operations in the third fiscal quarter of
2010.

We believe that all of our current facilities are in good condition and are suitable and adequate for our current and reasonably anticipated future needs.
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Item 3.

Legal Proceedings

Dwight Thompson v. The Vitamin Shoppe and Consolidated Actions. On February 25, 2005, a former store manager in California, Dwight
Thompson, filed suit against the Vitamin Shoppe in the Superior Court of the State of California for the County of Orange (Case No. 05CC00048) on behalf
of himself and other “similarly situated” current and former California store managers and assistant store managers, who were employed by the Company on
or after April 14, 2006 alleging causes of action for alleged wage and hour violations. Almost one year later, on July 7, 2006, the same group of plaintiffs’
attorneys who were representing Thompson filed another wage and hour lawsuit against The Vitamin Shoppe based on substantively identical allegations in
the Orange County Superior Court, entitled Estel v. The Vitamin Shoppe Industries Inc. (Case No. 06CC07852) (the “Estel Action”). In January 2008, the
Court consolidated the Thompson and Estel actions. On October 6, 2010, the Company reached agreement with Plaintiffs to settle and resolve all individual
and class claims for amounts, in the aggregate, not material to the Company. The Court gave preliminarily approval on December 20, 2010, and final
approval of the class settlement is set for March 11, 2011. All settlement amounts were fully accrued in Fiscal 2010 and paid to the disbursing agent during
February 2011.
California District Attorney’s Letter. On May 17, 2007, the Company received a letter from the Napa County (California) District Attorney alleging
that six of the Company’s private label products contain levels of lead that, pursuant to California’s Proposition 65, Cal. Health & Safety Code section
25249.5 et seq., (“Proposition 65”) require the products to bear a warning when sold in California. The letter claims that 12 other public prosecutors in
California, including the California Attorney General, “are involved in a joint investigation of dietary supplements containing lead in amounts that expose
users to lead in excess of 0.50 micrograms (ug) per day.” The letter demands that the Company immediately cease all sales of these products in California
unless it provides a warning to consumers. It also notes that Proposition 65 provides for civil penalties of up to $2,500 per violation per day. The Company
has met with the California Attorney General and certain District Attorneys, and is investigating these allegations and consulting with its third party suppliers
of these products. The Company has withdrawn certain named products from the California market and has provided warnings with respect to other products
still available in California pending discussions with the public prosecutors. The Napa County District Attorney has expressed concerns on several occasions
as to the method of warning employed by the Company and the completeness of its implementation. The Company has revised its warnings and reviewed its
procedures for implementing warnings. The Company has responded to numerous requests for information and has met in person with representatives of the
Napa County District Attorney and the California Attorney General to attempt to resolve this matter. As of December 25, 2010, the Company does not believe
the financial statement impact of this matter will be material.

The People of the State of California v. 21st Century Healthcare, Inc. On October 22, 2008, a private enforcer named Vicky Hamilton sent over
70 manufacturers and retailers of multivitamin products, including the Company, various Sixty-Day Notices of Violation of Proposition 65, Cal. Health &
Safety Code section 25249.5 et seq. alleging that certain products contain lead and lead compounds and were sold in California without a Proposition 65
warning threatening litigation pertaining to two of the Company’s multivitamin products. On December 23, 2008, the California Attorney General and nine
California District Attorneys filed a complaint on behalf of the People of the State of California against a number of companies who received notices of
violation from Ms. Hamilton, including the Company in Alameda County Superior Court. The action alleges violations of both Proposition 65 and the UCL
and supplants the litigation Ms. Hamilton sought to bring against the Company on the claims stated in her Notice of Violation. Penalties under Proposition 65
may be assessed at the maximum rate of $2,500 per violation per day. Penalties under the UCL may be assessed at the same rate and are cumulative to those
available under Proposition 65. Injunctive relief and attorneys fees are also available. The Company is investigating the claims in the action and has been
discussing them with the California Attorney General and District Attorneys. At this time it is premature to determine the extent of any potential loss.
Accordingly, as of December 25, 2010, the Company has not accrued any liabilities related to this litigation.

J.C. Romero v. ErgoPharm Inc., Proviant Technologies Inc., VS Holdings Inc, d/b/a Vitamin Shoppe, and General Nutrition Centers
Inc. On April 27, 2009, plaintiff, a professional baseball player, filed a complaint against us, among others, in Superior Court of New Jersey (Law
Division/Camden County). Plaintiff alleges that he purchased from one of our stores and consumed 6-OXO Extreme, which was manufactured by a third
party, and in August 2008, allegedly tested positive for a banned substance. Plaintiff served a 50 game suspension imposed by Major League Baseball. The
seven count complaint asserts, among other things, claims for negligence, strict liability, misrepresentation, breach of implied warranty and violations of the
New Jersey Consumer Fraud Act, and seeks unspecified monetary damages, including lost income during the suspension. The Company denies any and all
liability and intends to vigorously defend these claims. Any liabilities that may arise from this matter are not probable or reasonably estimable at this time.
Accordingly, as of December 25, 2010, the Company has not accrued any liabilities related to this litigation.

The Company is party to various lawsuits arising from time to time in the normal course of business, many of which are covered by insurance. Except
as described above, as of December 25, 2010, the Company was not party to any material legal proceedings. Although the impact of the final resolution of
these matters on the Company’s financial condition, results of operations or cash flows is not known, management does not believe that the resolution of these
lawsuits will have a material adverse effect on the financial condition, results of operations or liquidity of the Company.
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Item 4.

(Reserved)

PART II

Item 5.

Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Market Information
Since October 28, 2009 our common stock has been traded on the New York Stock Exchange (“NYSE”) under the trading symbol “VSI”. At
December 25, 2010, there were 28,627,897 common shares outstanding, and the closing sale price of our common stock was $33.74. Also as of that date, we
had approximately 39 common shareholders of record. The table below sets forth the high and low closing sale prices of our common stock for the periods
indicated:
High

Low

December

$ 22.63

$ 17.57

2010 Quarter ended:
March
June
September
December

$23.65
27.88
27.49

$19.55
21.12
23.39
27.08

Fiscal period

2009 Quarter ended:

34.07

Stock Performance Graph
The line graph below compares the cumulative total stockholder return on the Company’s common stock with the S&P Retail Index (RLX), the Russell
2000 Index (RUT), and the NYSE Composite Index (NYA) for the period covering the Company’s initial public offering on October 28, 2009 through
December 31, 2010. The graph assumes an investment of $100 made at the closing of trading on October 28, 2009, in (i) The Company’s common stock,
(ii) the stocks comprising the RLX, (iii) the stocks comprising the RUT, and (iv) the stocks comprising the NYA. All values assume reinvestment of the full
amount of all dividends, if any, into additional shares of the same class of equity securities at the frequency with which dividends are paid on such securities
during the applicable time period.
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Item 6.

Selected Financial Data

We have derived the selected financial data presented below from our consolidated financial statements for the Fiscal Years ended December 25,
2010, December 26, 2009, December 27, 2008, December 29, 2007, and December 30, 2006. Financial results for all periods are based on a 52-week period.
The selected financial information for the Fiscal Years ended December 25, 2010, December 26, 2009 and December 27, 2008 presented below, should be
read in conjunction with such consolidated financial statements and notes included herein and in conjunction with Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations . As a result of the Merger discussed in Item 1- Business, amounts for fiscal years 2006 through
2008 have been retroactively adjusted to reflect the Merger as if it occurred at the beginning of Fiscal 2006 (the year VS Parent was created).
December 25,

2010

Statement of Operations Data:
Net sales
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Related party expenses
Income from operations
Loss on extinguishment of debt and other (1)
Interest expense, net
Income before provision for income taxes
Provision for income taxes
Net income
Preferred stock dividends in arrears (2)
Net income (loss) available to common stockholders

$

$

751,482
501,948
249,534
189,872
—
59,662
1,349
9,517
48,796
19,550
29,246
—
29,246

Year Ended
December 26,
December 27,
December 29,
2009
2008
2007
(data presented in thousands, except for share and per share data and number of stores)

$

674,495
457,573
216,922

$

173,144

2,446
41,332

2,016
18,636
20,680
8,014
12,666
7,692
4,974

$

$

601,540
405,659
195,881
158,713
1,523
35,645
—
21,137
14,508
6,341
8,167
9,279
(1,112)

$

537,872
360,346
177,526

December 30,
2006

$

143,544

$

1,365
32,617
—
22,045
10,572
3,792
6,780
9,105
(2,325)

$

486,026
326,523
159,503
128,821
1,356
29,326
(366)
21,788
7,904
3,242
4,662
8,412
(3,750)

Weighted average shares outstanding (2):

27,390,419
28,338,788

Basic
Diluted
Net income (loss) per share:

Basic
Diluted

16,238,338
17,748,371

14,175,906
14,175,906

$
$

1.07
1.03

$
$

0.28

$
$

$

21,112

$

21,095

$

17,483

$

$

401
1,303

$

0.31

(0.08)
(0.08)

14,175,906
14,175,906
$
$

(0.16)
(0.16)

14,175,906
14,175,906
$
$

(0.26)
(0.26)

Other Financial Data:
Depreciation and amortization of fixed and
intangible assets

14,882

$

13,728

Operating Data:
Number of stores at end of period
Net sales per store (3)
Comparable store sales growth (4)

$

Balance Sheet Data:
Working capital
Total assets

$

Total debt, including capital lease obligations
Stockholders’ equity
(1)

484

1,380
7.1%

75,959
485,717
75,794
297,696

438

$

$

1,361
5.2%
50,416
469,257
123,946
234,351

341

6.2%
$

52,285
463,705
186,382
168,483

$

1,355
6.2%
51,175
428,330

165,000
159,789

$

$

306
1,332
6.6%

38,248
411,670
171,500
153,516

For Fiscal 2010, loss on extinguishment of debt includes the write-off of deferred financing fees and a portion of the unrecognized loss on our terminated
interest rate swap of $0.9 million and $0.4 million, respectively, related to the repurchase of a portion of our floating rate notes during Fiscal 2010. For
Fiscal 2009, loss on extinguishment of debt includes $0.4 million for the premium on the repurchase of a portion of floating rate notes, along with the
write-off of the related portions of deferred financing fees and a portion of the unrecognized loss of our terminated interest rate swap of $0.7 million and
$0.6 million, respectively, as well as a $0.3 million write-off of deferred financing fees related to the repayment of our former revolving credit facility
which was terminated in September 2009.
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(2)
(3)
(4)

Preferred dividends in arrears are restated for all periods presented as a result of the Merger as described in Item 1. In addition, all shares presented take
into effect the approximately 1.8611-for-one split which resulted from the Merger.
Net sales per store is calculated by dividing retail net sales by the number of stores open at the end of the period.
A store is included in comparable store sales after 410 days of operation.
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Item 7.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following Management’s Discussion and Analysis of our Financial Condition and Results of Operations should be read in conjunction with
the consolidated financial statements and notes thereto included as part of this Annual Report on Form 10-K. The discussion in this section contains
forward-looking statements that are based upon current expectations. We sometimes identify forward-looking statements with such words as “may,”
“expect,” “intend,” “anticipate,” “plan,” “believe,” “seek,” “estimate,” “outlook,” “trends,” “future benefits,” “strategies,” “goals” and similar
words concerning future events. The forward-looking statements contained herein, include, without limitation, statements concerning future revenue
sources and concentration, gross profit margins, selling and marketing expenses, research and development expenses, general and administrative
expenses, capital resources, capital expenditures, new stores, additional financings or borrowings and additional losses and are subject to risks and
uncertainties including those discussed below and elsewhere in this Annual Report on Form 10-K that could cause actual results to differ materially
from the results contemplated by these forward-looking statements. We also urge you to carefully review the risk factors set forth in “Item 1A – Risk
Factors.”
Overview
We are a leading specialty retailer and direct marketer of vitamins, minerals, herbs, supplements, sports nutrition and other health and wellness
products. For each of the past three years, we have been the second largest in retail sales and the fastest growing national VMS specialty retailer. We market
over 700 different nationally recognized brands as well as our proprietary Vitamin Shoppe, BodyTech and MD Select brands. We believe we offer the greatest
variety of products among VMS retailers with approximately 8,000 SKUs offered in our typical store and an additional 12,000 SKUs available through our
Internet and catalog direct sales channels. Our broad product offering enables us to provide our target customers with a selection of products not readily
available at other specialty VMS retailers or mass merchants, such as supermarkets and drugstore chains. We target the dedicated, well-informed VMS
consumer and differentiate ourselves by providing high quality products at competitive prices in an educational and high-touch customer service environment.
We believe our extensive product offering, together with our well-known brand name and emphasis on product education and customer service, help us bond
with our target customer and serve as a foundation for strong customer loyalty.
On November 2, 2009, we completed an IPO. Prior to and in connection with the IPO, VS Parent, Inc. merged into VS Holdings, Inc., with VS
Holdings being renamed as Vitamin Shoppe, Inc. All common shares and warrants previously held by VS Parent, Inc., were converted to common shares of
Vitamin Shoppe, Inc., at approximately a 1.8611-for-one split, resulting in 15,231,446 common shares issued and outstanding at October 27, 2009. Also in
connection with the IPO, 36,969 preferred shares previously held by VS Parent Inc., along with accumulated dividends in arrears, were converted into
3,764,720 common shares of Vitamin Shoppe, Inc., with the remaining 41,899 preferred shares being redeemed for cash of approximately $72.5 million. In
addition, 7,666,667 new shares of common stock were issued in connection with the IPO at a price of $17 per share, resulting in net proceeds from the
offering of approximately $121.2 million, net of underwriters’ commissions.

Trends and Other Factors Affecting Our Business
Our performance is affected by trends that affect the VMS industry, including demographic, health and lifestyle preferences. Changes in these trends
and other factors, which we may not foresee, may also impact our business. For example, our industry is subject to potential regulatory actions, such as the
ban on Ephedra by the Food and Drug Administration, and other legal matters that affect the viability of a given product. Volatile consumer trends, such as
those described in the following paragraph, as well as the overall impact on consumer spending, can dramatically affect purchasing patterns. Our business
allows us to respond to changing industry trends by introducing new products and adjusting our product mix and sales incentives. We will continue to
diversify our product lines to offer items less susceptible to the effects of economic conditions and not as readily substitutable, such as teas, lotions and
spring water.
Sales of weight management products are generally more sensitive to consumer trends, resulting in higher volatility than our other products. Our sales of
weight management products have been significantly influenced by the rapid increase and subsequent decline of products such as products containing
Ephedra, low carb products, and certain thermogenic products. For instance, the demand for low carb products overall have been on a consistent decline since
early Fiscal 2006, which we believe was due to a change in demand for low carb products and the wider availability of popular products in the marketplace,
and as such we have shifted our focus more to weight management products. During this decline in demand for low carb products we have continued to
launch new weight management products. Moreover, as the rate of obesity increases and as the general public becomes increasingly more health conscious, we
expect the demand for weight management products, albeit volatile, to continue to be strong in the near term. Accordingly, we will continue to offer the highest
quality products available in this segment.
In addition to the weight management product lines, we intend to continue our focus in meeting the demands of an increasingly aging population, the
effects of increasing costs of traditional healthcare and a rapidly growing fitness conscious public.
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We believe that the aging of the U.S. population provides us with an area of opportunity. The U.S. Census Bureau reports that the number of
individuals in the 50 and over age group is expected to increase to 115 million people in 2018 from 94 million people in 2008, representing more than twice the
overall population growth rate. Moreover, it is estimated that by 2030 the 65 or older group will comprise 20% of the population. The increase in the population
of this age group, coupled with the need for increased supplementation as digestive abilities wane, provides us with an enhanced sales opportunity. For
example, anti-degenerative supplements, such as chondroitin sulfate, have demonstrated consistent increases in sales growth. We will continue to offer
products such as chondroitin sulfate to meet the demands of this market segment.
We believe that as the costs of healthcare continue to increase, lower-cost alternatives to prescription drugs and preventative supplementation will
continue to be an option for the American consumer. According to the Center for Medicare and Medicaid Services, medical spending as a percentage of GDP
was 17.62% in 2009, and is projected to reach 20% of GDP by 2018. As an increasing number of the population seeks to avoid costly medical issues and
focuses on prevention through diet, supplementation and exercise, we expect the demand in this market segment to provide us with continued opportunities.
For example, lower-cost alternatives to expensive cholesterol lowering medications such as fish oil (essential fatty acids), are experiencing increasing popularity.

Our historical results have also been significantly influenced by our new store openings. Since the beginning of 2007, we have opened 193 stores and
operate 493 stores located in 39 states and the District of Columbia as of March 4, 2011.
Our stores typically require three to four years to mature, generating lower store level sales and store contribution in the initial years than our mature
stores. As a result, new stores generally have a negative impact on our overall operating margin and sales per square foot. As our recently opened stores mature,
we expect them to contribute meaningfully to our sales and store contribution.
Critical Accounting Policies

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements, and the reported amounts of revenue and expenses during the reporting period. Critical accounting policies are those that are
the most important portrayal of our financial condition and results of operations, and require our most difficult, subjective and complex judgments as a result
of the need to make estimates about the effect of matters that are inherently uncertain. While our significant accounting policies are described in more detail in
the notes to our financial statements, our most critical accounting policies, discussed below, pertain to revenue recognition, inventories, impairment of longlived assets, goodwill and other intangible assets, deferred sales for our Healthy Awards Program, stock-based compensation, and income taxes. In applying
such policies, we must use some amounts that are based upon our informed judgments and best estimates. Estimates, by their nature, are based on judgments
and available information. The estimates that we make are based upon historical factors, current circumstances and the experience and judgment of
management. We evaluate our assumptions and estimates on an ongoing basis.

Revenue Recognition . We recognize revenue upon sale of our products when merchandise is sold “over-the-counter” in retail stores or upon delivery to
a direct customer, net of sales returns. In addition, we classify all amounts billed to customers that represent shipping fees as sales. To arrive at net sales,
gross sales are reduced by deferred sales, actual customer returns, and a provision for estimated future customer returns, which is based on management’s
review of historical and current customer returns. The net amounts reserved for sales returns were $0.1 million at both December 25, 2010 and December 26,
2009. Sales taxes collected from customers are presented on a net basis and as such are excluded from revenue.
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Inventories . Inventories are stated at the lower of cost or market value. Cost is determined using the moving weighted average method. As applied to
inventories, cost means in principle the sum of the applicable expenditures and charges directly or indirectly incurred in bringing the product to its existing
condition and location. Finished goods inventory includes costs on freight on internally transferred merchandise, rent for the distribution center and costs
associated with our buying department and distribution facility, including payroll which are capitalized into inventory and then expensed as merchandise is
sold. In addition, the cost of inventory is reduced by purchase discounts and allowances received from certain of our vendors. We adjust our inventory to
reflect situations in which the cost of inventory is not expected to be recovered. We regularly review our inventory, including when a product is close to
expiration and not expected to be sold, when a product has reached its expiration date, or when a product is not expected to be saleable. In determining the
reserves for these products we consider factors such as the amount of inventory on hand and its remaining shelf life, and current and expected market
conditions, including management forecasts and levels of competition. We have evaluated the current level of inventory considering historical trends and other
factors, and based on our evaluation, have recorded adjustments to reflect inventory at net realizable value. These adjustments are estimates, which could vary
significantly from actual results if future economic conditions, customer demand or competition differ from expectations. These estimates require us to make
assessments about the future demand for our products in order to categorize the status of such inventory items as slow moving, expiring, obsolete or in excess
of need. These future estimates are subject to the ongoing accuracy of management’s forecasts of market conditions, industry trends and competition. We are
also subject to volatile changes in specific product demand as a result of unfavorable publicity, government regulation and rapid changes in demand for new
and improved products or services. Obsolescence reserves were $1.8 million and $1.4 million at December 25, 2010 and December 26, 2009, respectively.
Long-Lived Assets. We evaluate long-lived assets, including fixed assets and intangible assets with finite useful lives, periodically for impairment
whenever events or changes in circumstances indicate that the carrying amount of any such asset may not be recoverable. If the sum of our estimated
undiscounted future cash flows is less than the asset’s carrying value, we recognize an impairment loss, measured as the amount by which the carrying value
exceeds the fair value of the asset. These estimates of cash flow require significant management judgment and certain assumptions about future volume, sales
and expense growth rates, devaluation and inflation. As such, these estimates may differ from actual cash flows. During Fiscal 2010 we recognized an
impairment charge of approximately $1.3 million (which was charged to selling, general and administrative expenses) on fixed assets related to three
underperforming retail locations currently still in use in our retail operations. There were no charges related to the impairment of fixed assets for the remaining
periods presented.

Goodwill and Other Intangible Assets. On an annual basis, or whenever impairment indicators exist, we perform an evaluation of goodwill and
indefinite lived intangible assets. In the absence of any impairment indicators, goodwill and other indefinite lived intangible assets are tested in the fourth
quarter of each fiscal year. With regards to goodwill, our tests are based on our two reporting units, and utilize the discounted cash flow method, based on our
current operating projections, as well as the market multiples method. For those intangible assets which have definite lives, we amortize their cost on a straightline basis over their estimated useful lives, the periods of which vary based on their particular contractual terms. Judgments regarding the existence of
impairment indicators are based on market conditions and operational performance of the business. Future events could cause us to conclude that impairment
indicators exist, and therefore that goodwill and other intangible assets are impaired.
Our impairment test involves calculating the fair value of both our reporting units (our segments) using the discounted cash flow method along with the
market multiples method which is used for additional validation of the value calculated. The use of the discounted cash flow valuation method requires us to
make certain assumptions and estimates regarding certain industry trends and future profitability of our reporting units. It is our policy to conduct goodwill
impairment testing from information based on our most current business projections, which include projected future revenues and cash flows. The cash flows
utilized in the discounted cash flow analysis are based on five-year financial forecasts developed internally by our management. Cash flows for each unit are
discounted using an internally derived weighted average cost of capital which reflects the costs of borrowing for the funding of each unit as well as the risk
associated with the units themselves and the industry they perform in. We also conduct the test using a 10% decrease in our revenue projections as an
additional sensitivity test to ensure the business unit’s fair value is greater than its carrying value even in a less favorable environment. If the carrying amount
of a reporting unit exceeds its fair value, we would compare the implied fair value of the reporting unit goodwill with its carrying value. To compute the implied
fair value, we would assign the fair value of the reporting unit to all of the assets and liabilities of that unit (including any unrecognized intangible assets) as if
the reporting unit had been acquired in a business combination. The excess of the fair value of a reporting unit over the amounts assigned to its assets and
liabilities is the implied fair value of goodwill. If the carrying value of the reporting unit goodwill exceeded the implied fair value of the reporting unit goodwill,
we would record an impairment loss to write down such goodwill to its implied fair value. The valuation of goodwill and indefinite-lived intangible assets is
affected by, among other things, our business plan for the future and estimated results of future operations. Changes in the business plan or operating results
that are different than the estimates used to develop the valuation of the assets may impact their valuation.
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We have tested our goodwill and indefinite-lived intangibles for impairment in the fourth quarter of each fiscal year presented and concluded there was
no impairment relative to such assets. Accordingly, there is no impairment expense recorded in any of the periods presented.

Deferred Sales. Our frequent buyer program allows customers to earn points toward free merchandise based on the volume of purchases. Points are
earned each year under our frequent buyer program and are redeemable within the first three months of the following year or they expire. We defer sales as
points are earned, based on historical redemption data as well as marketing data within the current period, and record a liability for points earned based on the
value of points that are expected to be redeemed. Net increases to deferred sales were $1.5 million, $1.3 million and $1.8 million for the years ended
December 25, 2010, December 26, 2009 and December 27, 2008, respectively. The balance for the deferred sales liability was $15.9 million and $14.4
million at December 25, 2010 and December 26, 2009, respectively.
Stock-Based Compensation. We account for our stock-based compensation based on fair value recognition requirements, as defined by generally
accepted accounting principles. Stock-based compensation cost is measured at the grant date based on the fair value of awards and is recognized as expense
over the vesting period, net of anticipated forfeitures. With the exception of restricted shares determining the fair value of stock-based awards at the grant date
requires considerable judgment, including estimating expected volatility, expected term and risk-free rate. The expected volatility is derived from the average
volatility of similar actively traded companies over our expected holding periods. Generally, the expected holding period of non performance based options is
calculated using the simplified method using the vesting term of 4 years and the contractual term of 10 years, resulting in a holding period of 6.25 years.
Certain limited grants have contractual terms of 7.5 years, and, as such, have a calculated holding period of 4.81 years. Our performance based grants vest
annually over four years depending on a particular year’s attainment of certain internal financial performance metrics. For accounting purposes, performance
based grants are measured, and expense is calculated and recorded, subsequent to the determination that the achievement of the pre-established performance
targets are probable, over the relevant service period. The target metrics underlying the vesting of performance based options are established each year. The
vesting requirements for performance-based options permit a catch-up of vesting should the target not be achieved in a calendar year but achieved in a
subsequent calendar year, over the four year vesting period. Accordingly, the holding period for performance based options is calculated using the vesting term
of 1 year and the remainder of the contractual term of 10 years, depending on which year of the four year grant is currently vesting; e.g. 25% of the grant
vesting in year two of the grant would have a holding period calculated using 1 year and the remaining 9 years of the contractual term. The simplified method
was chosen as a means to determine the Company’s holding period as, prior to November 2009, there was no historical option exercise experience due to the
Company being privately held. As of December 25, 2010, there is insufficient information for purposes of determining a Company specific holding period
due to the Company being a relatively new publicly owned company. The risk-free interest rate is derived from the average yields of zero-coupon U.S.
Treasury Strips for the expected holding period of each of the Company’s stock option grants. Compensation expense resulting from the granting of restricted
shares is based on the grant date fair value of those common shares and is recognized generally over the four year vesting period. If factors change and we
employ different assumptions, stock-based compensation expense may differ significantly from what we have recorded in the past.
Similar to stock options, our Employee Stock Purchase Plan (“ESPP”) is accounted for based on fair value recognition requirements. ESPP
participation occurs quarterly (the “Participation Period”) and the expense of which is subject to employee participation in the plan. Under the ESPP,
participating employees are allowed to purchase shares at 85% of the lower of the market price of the Company’s common stock at either the first or last
trading day of the Participation Period. Compensation expense related to the ESPP is based on the estimated fair value of the discount and purchase price
offered on the estimated shares to be purchased under the ESPP. Expense is calculated quarterly, based on the employee contributions made over the threemonth Participation Period, using volatility and risk free rates applicable to that three month period.

Amounts charged to expense were $4.1 million, $3.0 million and $2.4 million for stock-based compensation for Fiscal 2010, Fiscal 2009, and Fiscal
2008, respectively. The weighted average fair value for grants for Fiscal 2010, Fiscal 2009, and Fiscal 2008 was $11.91, $7.70, and $7.92, respectively.

Income Taxes. Deferred income taxes reflect the tax effects of temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for income tax purposes. We periodically assess the realizability of deferred tax assets and the adequacy of deferred
tax liabilities, based on the results of local, state, federal or foreign statutory tax audits or estimates and judgments used.
Realization of deferred tax assets associated with net operating loss and tax credit carryforwards is dependent upon generating sufficient taxable income
prior to their expiration in the applicable tax jurisdiction. We periodically review the recoverability of tax assets recorded on our balance sheet, and provide
valuation allowances as we deem necessary, to reduce deferred tax assets to the amount that more likely than not will be realized. Deferred tax assets could be
reduced in the future if our estimates of taxable income during the carryforward period are significantly reduced or alternative tax strategies are no longer viable.
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We account for our tax positions based on the provisions of the accounting literature related to accounting for uncertainty in income tax positions. Such
literature provides guidance for the recognition threshold and measurement attribute for financial statement recognition and measurement of a tax position taken
or expected to be taken in a tax return. This requires that we recognize the largest amount that would more likely than not be unsustainable upon audit by the
relevant taxing authority for the impact of an uncertain income tax position on our income tax return. An uncertain income tax position will be recognized if it
has less than a 50% likelihood of being sustained. The tax positions are analyzed periodically (at least quarterly) and adjustments are made as events occur
that warrant adjustments for those positions. We record interest expense and penalties payable to relevant tax authorities as income tax expense. See Note 7 to
our consolidated financial statements for more information on income taxes.

General Definitions for Operating Results

Net Sales consist of sales, net of sales returns and deferred sales, from comparable stores and non comparable stores, as well as sales made directly to
our internet and catalog customers. A store is included in comparable store sales after 410 days of operation.

Cost of goods sold, which excludes depreciation and amortization which is included within Selling, general and administrative expenses , includes
the cost of inventory sold, costs of warehousing and distribution and store occupancy costs. Warehousing and distribution costs include freight on internally
transferred merchandise, rent for the distribution center and costs associated with our buying department and distribution facility, including payroll, which
are capitalized into inventory and then expensed as merchandise is sold. Store occupancy costs include rent, common area maintenance, real estate taxes and
utilities.

Gross profit is net sales minus cost of goods sold.
Selling, general and administrative expenses consist of depreciation and amortization of fixed and intangible assets, operating payroll and related
benefits, advertising and promotion expense, and other selling, general and administrative expenses.
Related party expenses consist of management fees incurred and paid to IPC Manager II, LLC (our former controlling shareholder).

Income from operations consists of gross profit minus selling, general and administrative expenses, and related party expenses.
Loss on extinguishment of debt represents expenses incurred in connection with the redemption or repayment of debt.
Interest expense, net includes interest on our second priority senior secured floating rate notes (the “Notes”) along with interest on our swap and the
amortization of the unrealized loss portion of that swap, interest on the revolving credit facility, letters of credit fees, interest on our capital leases, as well as
amortization of financing costs, offset with interest income earned from highly liquid investments (investments purchased with an original maturity of three
months or less).
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Key Performance Indicators and Statistics
We use a number of key indicators of financial condition and operating results to evaluate the performance of our business, including the following (in
thousands):
December 25,

2010

$751,482
7.1%

Net sales
Increase in comparable store net sales
Gross profit as a percent of net sales
Income from operations

33.2%

$ 59,662

Year Ended
December 26,
2009

December 27,
2008

$674,495
5.2%
32.2%
$ 41,332

$601,540
6.2%
32.6%
$ 35,645

The following table shows the growth in our network of stores for Fiscal 2010, 2009 and 2008:
2010

Stores open at beginning of year
Stores opened
Stores closed
Stores open at end of year

438
47
(1)
484

Fiscal Year
2009

2008

401

341

39

62

(2)
438

401

(2)
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Results of Operations
The information presented below is for the Fiscal years ended December 25, 2010, December 26, 2009, and December 27, 2008 and was derived from
our audited consolidated financial statements, which, in the opinion of management, includes all adjustments necessary for a fair presentation of our financial
position and operating results for such periods and as of such dates. The following table summarizes our results of operations for the Fiscal years ended
December 25, 2010, December 26, 2009, and December 27, 2008 as a percentage of net sales:
December 25,

2010

Net sales
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Related party expenses
Income from operations
Loss on extinguishment of debt
Interest expense, net
Income before provision for income taxes
Provision for income taxes
Net income

Year Ended
December 26,
2009

December 27,
2008

100.0%
66.8%

100.0%
67.8%

100.0%
67.4%

33.2%

32.2%
25.7%

32.6%
26.4%

25.3%
0.0%

0.4%

0.3%

7.9%

6.1%

5.9%

0.2%

0.3%

1.2%
6.5%
2.6%
3.9%

2.7%

0.0%
3.4%

3.1%

1.2%
1.9%

2.5%
1.1%
1.4%

The net sales results presented for the years ended December 25, 2010, December 26, 2009, and December 27, 2008, are each based on a 52-week
period (“Fiscal 2010,” “Fiscal 2009,” and “Fiscal 2008”).

Comparison of Fiscal 2010 with Fiscal 2009 Net Sales
Net sales increased $77.0 million, or 11.4%, to $751.5 million for Fiscal 2010 compared to $674.5 million for Fiscal 2009. The increase was the
result of an increase in our comparable store sales, sales from our new non-comparable stores, as well as an increase in our direct sales.
Retail

Net sales from our retail stores increased $71.8 million, or 12.0%, to $668.0 million for Fiscal 2010 compared to $596.3 million for Fiscal 2009. We
operated 484 stores as of December 25, 2010 compared to 438 stores as of December 26, 2009. Our overall store sales increased due to non-comparable store
sales of $29.7 million, as well as an increase in comparable store sales growth of $42.1 million, or 7.1% (Comparable store sales include only those stores
open more than 410 days). The increase in comparable store sales was primarily due to an increase in customer count. Our overall sales increased primarily in
the categories of specialty supplements, which increased $7.3 million; herbs, which increased $9.7 million; vitamins and minerals, which increased $10.1
million; and sports nutrition, which increased $39.6 million.
Within the supplements category, sales in essential fatty acids, or EFAs, and CoQ10/Ubiquinol continued to exhibit strong growth. The growth in net
sales in our vitamin and minerals category increased largely due to the introduction of new special formulations for men and women as well as an increase in
sales of Vitamin D. Product sales in the sports nutrition category continues to be among our fastest growing categories and has been so for over four
consecutive fiscal years. We expect this trend to continue based on the growth of the fitness-conscious market.
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Direct
Net sales to our direct customers increased $5.2 million, or 6.7%, to $83.5 million for Fiscal 2010 compared to $78.2 million for Fiscal 2009. The
increase in direct sales during Fiscal 2010 was comprised of an increase in our internet sales of $7.6 million, offset by a decrease in our catalog sales. The
increase in web-based sales was largely due to a greater influx of customers gained as a result of an increase in promotional activity through certain of our
online store-fronts. We have reduced our catalog circulation and catalog customer prospecting as we believe catalog purchasing in general is declining in
popularity as a purchasing medium, especially in the wake of the growth of online shopping. In addition, as we continue to open more stores in new markets,
some catalog customers choose to shop at our retail locations.

Cost of Goods Sold
Cost of goods sold, which includes product, warehouse and distribution and occupancy costs, increased $44.4 million, or 9.7%, to $501.9 million for
Fiscal 2010 compared to $457.6 million for Fiscal 2009. The dollar increase was primarily due to an increase in sales, as well as an increase in occupancy
costs for the year ended December 25, 2010, as compared to the year ended December 26, 2009. Cost of goods sold as a percentage of net sales decreased to
66.8% for the year ended December 25, 2010, compared to 67.8% for the year ended December 26, 2009. The decrease of cost of goods sold as a percentage
of net sales was due to decreases in product costs of approximately 0.7% as a percentage of net sales, and a decrease in occupancy costs of 0.3% as a
percentage of net sales. The decrease in product costs as a percentage of net sales was due primarily to a lower level of promotional activity during the year
ended December 25, 2010, as compared to the year ended December 26, 2009. The decrease in occupancy costs as a percentage of sales during Fiscal 2010
reflects the maturation of our newer stores as the increase in comparable store sales more than offsets the increase in our store occupancy costs.

Gross Profit
As a result of the foregoing, gross profit increased $32.6 million, or 15.0%, to $249.5 million for Fiscal 2010 compared to $216.9 million for Fiscal

2009.

Selling, General and Administrative Expenses
Selling, general and administrative expenses, including operating payroll and related benefits, advertising and promotion expense, and other selling,
general and administrative expenses, increased $16.7 million, or 9.7%, to $189.9 million during Fiscal 2010, compared to $173.1 million for Fiscal 2009.
The components of selling, general and administrative expenses are explained below. Selling, general and administrative expenses as a percentage of net sales
for Fiscal 2010 decreased to 25.3% compared to 25.7% for Fiscal 2009.

Operating payroll and related benefits increased $6.7 million, or 10.0%, to $73.9 million for Fiscal 2010 compared to $67.2 million for Fiscal 2009.
The increase is due mainly to our increase in retail locations throughout Fiscal 2010. Operating payroll and related benefits expenses as a percentage of net sales
decreased to 9.8% during Fiscal 2010 compared to 10.0% for Fiscal 2009. The decrease as a percentage of net sales was primarily due to greater sales per hour
for Fiscal 2010, as compared to Fiscal 2009, due to the maturation of our newer stores.
Advertising and promotion expenses increased $0.2 million, or 1.9%, to $13.0 million for Fiscal 2010 compared to $12.8 million for Fiscal 2009.
Advertising and promotion expenses as a percentage of net sales decreased to 1.7% during Fiscal 2010 compared to 1.9% for Fiscal 2009. The decrease as a
percentage of net sales was due primarily to a decrease in new store promotions expense during Fiscal 2010 as compared to Fiscal 2009.
Other selling, general and administrative expenses, which include depreciation and amortization expense, increased $9.8 million, or 10.5%, to $103.0
million in Fiscal 2010 compared to $93.2 million for Fiscal 2009. The dollar increase was due primarily to increases in the following: $4.8 million increase in
corporate payroll expense which was primarily due to an increase in corporate personnel, incentive compensation and health care costs during Fiscal 2010;
credit card fees of $1.6 million, due to the increase in sales; professional fees of $0.9 million, and stock-based compensation expense of approximately $1.0
million, due to additional grants issued in Fiscal 2010. In addition we incurred fees associated with our two secondary common stock offerings during Fiscal
2010 of approximately $0.8 million, as well as a charge for impairment of fixed assets of $1.3 million, related to three of our stores still in operation. These
increases were offset in part by a $1.4 million increase in credit card fee rebates received during Fiscal 2010. Other selling, general and administrative expenses
as a percentage of net sales decreased to 13.7% during Fiscal 2010 compared to 13.8% for Fiscal 2009. The decrease as a percentage of sales was largely the
result of experiencing overall economies of scale with regards to these expenses relative to the increase in sales for Fiscal 2010, as compared to Fiscal 2009.

Related Party Expenses
Related party expenses of $2.4 million during Fiscal 2009, represents management fees paid to IPC Manager II, LLC for three fiscal quarters of Fiscal
2009 as well as a one time termination fee of our management service agreement paid to IPC Manager II,
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LLC, of approximately $0.8 million (for a detailed presentation of related party expenses, see Note 11 to our consolidated financial statements). As a result of
the termination of the management services agreement, there were no related party expenses during Fiscal 2010.

Income from Operations
As a result of the foregoing, income from operations increased $18.3 million, or 44.3%, to $59.7 million for Fiscal 2010 compared to $41.3 million for
Fiscal 2009. Income from operations as a percentage of net sales increased to 7.9% during Fiscal 2010 as compared to 6.1% for Fiscal 2009.

Retail

Income from operations for the retail segment increased $23.8 million, or 25.2%, to $118.3 million for Fiscal 2010 compared to $94.5 million for
Fiscal 2009. Income from operations as a percentage of net sales for the retail segment increased to 17.7% for Fiscal 2010 compared to 15.8% for Fiscal 2009.
This increase as a percentage of sales is largely due to a decrease in product costs of 0.9% and occupancy costs of 0.4% as percentages of sales. The decrease
in product costs as a percentage of sales is largely due to greater efficiency in the managing of our inventory as well as a decrease in net promotional activity
during Fiscal 2010, as compared to Fiscal 2009. The decrease in occupancy costs as a percentage of sales is largely attributable to the maturation of our newer
stores as the increase in comparable sales during the Fiscal year ended December 25, 2010, more than offsets the increase in our store operation costs.

Direct
Income from operations for the direct segment decreased $0.3 million, or 1.7%, to $14.9 million for Fiscal 2010 compared to $15.1 million for Fiscal
2009. Income from operations as a percentage of net sales for the direct segment decreased to 17.8% for Fiscal 2010 compared to 19.3% for Fiscal 2009. This
decrease as a percentage of net sales was primarily due to an increase in product costs as a percentage of net sales which was primarily due to increases in
shipping costs and promotional pricing, as well as a shift in product mix towards lower margin items during Fiscal 2010 as compared to Fiscal 2009.

Corporate Costs
Corporate costs increased $5.2 million, or 7.7%, to $73.5 million during Fiscal 2010 compared to $68.3 million for Fiscal 2009. Corporate costs as a
percentage of net sales decreased to 9.8% for Fiscal 2010 compared to 10.1% for Fiscal 2009. This dollar increase was due primarily to an increase in
corporate payroll costs of approximately $4.8 million, primarily due to an increase to our corporate staff, incentive compensation and health care costs during
Fiscal 2010; and an increase in stock compensation expense of $1.0 million, due to additional grants issued in Fiscal 2010, as well as a charge for impairment
of fixed assets of $1.3 million, related to three of our stores still in operation. These increases were offset in part by an increase in our credit card fee rebates
received of approximately $1.4 million during Fiscal 2010 as compared to Fiscal 2009.

Loss on extinguishment of debt
Loss on extinguishment of debt of $1.3 million during Fiscal 2010 represents the write-off of portions of deferred financing fees and the unrecognized
loss of our interest rate swap of $0.9 million and $0.4 million, respectively, related to the repurchase of $65.0 million of our Notes during Fiscal 2010. Loss
on extinguishment of debt was $2.0 million during Fiscal 2009, which included the following: $0.4 million for the premium on the repurchase of
approximately $44.9 million of our Notes; the write-off of the related portions of deferred financing fees and a portion of the unrecognized loss of our interest
rate swap as a result of the aforementioned repurchase, of $0.7 million and $0.6 million, respectively; and a $0.3 million write-off of deferred financing fees
related to the repayment of our former revolving credit facility which was terminated in September 2009.

Interest Expense, net
Interest expense, net decreased $9.1 million, or 48.9%, to $9.5 million in Fiscal 2010 compared to $18.6 million for Fiscal 2009. The decrease in
interest expense was primarily due to the decrease in our outstanding Notes as a result of the redemption of approximately $109.9 million in aggregate
principal from December 2009 through November 2010, offset in part by an increase in average borrowings from our Revolving Credit Line of $10.9 million
during Fiscal 2010, which bears a significantly lower interest rate than our Notes.

Provision for Income Taxes
We recognized $19.6 million of income tax expense during Fiscal 2010 as compared to $8.0 million in Fiscal 2009. The effective tax rate for Fiscal 2010
was 40.1%, compared to 38.8% for Fiscal 2009. The 1.3% increase in the effective tax rate is
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primarily due to favorable developments during Fiscal 2009, for certain outstanding income tax matters related to previously identified uncertain tax positions,
as compared to Fiscal 2010.

Net Income
As a result of the foregoing, we generated net income of $29.2 million in Fiscal 2010 compared to net income of $12.7 million in Fiscal 2009.

Comparison of Fiscal 2009 with Fiscal 2008 Net Sales
Net sales increased $73.0 million, or 12.1%, to $674.5 million for Fiscal 2009 compared to $601.5 million for Fiscal 2008. The increase was the result
of an increase in our comparable store sales, as well as sales from our new non-comparable stores.
Retail

Net sales from our retail stores increased $73.7 million, or 14.1%, to $596.3 million for Fiscal 2009 compared to $522.5 million for Fiscal 2008. We
operated 438 stores as of December 26, 2009 compared to 401 stores as of December 27, 2008. Our overall store sales increased due to non-comparable store
sales of $46.7 million, as well as an increase in comparable store sales growth of $27.0 million, or 5.2% (Comparable store sales include only those stores
open more than 410 days and align with Fiscal 2008). Our overall sales increased primarily in the categories of specialty supplements, which increased $16.0
million; vitamins and minerals, which increased $13.0 million; and sports nutrition, which increased $24.0 million. These increases were offset in part by a
decrease in our weight management category of $2.5 million, which was largely due to a recall of a non-core product which began in the second Fiscal quarter
and continued in the third Fiscal quarter of 2009.
Product sales in the specialty supplements category were among our fastest growing categories as we continue to experience significant growth in sales of
essential fatty acids, or EFAs, as well as experiencing growth in other products during the Fiscal year, such as Ubiquinol (CoQ10) and probiotics for
digestive health. Sales in our vitamin and minerals category increased at a rate greater than the overall increase in net sales due to the introduction of new
special formulations for men and women as well as an increase in sales of Vitamin D. Product sales in the sports nutrition category continues to be among our
fastest growing categories and has been so for over three consecutive fiscal years. We expect this trend to continue based on the growth of the fitness-conscious
market.

Direct
Net sales to our direct customers decreased $0.8 million, or 1.0%, to $78.2 million for Fiscal 2009 compared to $79.0 million for Fiscal 2008. The
$0.8 million decrease in direct sales during Fiscal 2009 was comprised of an increase in our internet sales of $3.4 million, offset by a decrease in our catalog
sales. The increase in our web-based sales was primarily due to a greater influx of customers this Fiscal year as compared to Fiscal 2008, as a result of our
prior web-based marketing initiatives. We have reduced our catalog circulation and catalog customer prospecting as we believe catalog purchasing in general is
declining in popularity as a purchasing medium, especially in the wake of the growth of online shopping. In addition, as we continue to open more stores in
new markets, some catalog customers choose to shop at our retail locations.

Cost of Goods Sold
Cost of goods sold, which includes product, warehouse and distribution and occupancy costs, increased $51.9 million, or 12.8%, to $457.6 million
for Fiscal 2009 compared to $405.7 million for Fiscal 2008. The increase was primarily due to an increase in product costs and occupancy costs for the year
ended December 26, 2009, as compared to the year ended December 27, 2008. Cost of goods sold as a percentage of net sales increased to 67.8% for the year
ended December 26, 2009, compared to 67.4% for the year ended December 27, 2008. The increase of cost of goods sold as a percentage of net sales was due
to increases in both occupancy costs of 0.5%, primarily attributable to the impact of new (non-comparable) stores commencing operations in the last quarter of
Fiscal 2008, and product costs of 0.2% as a percentage of sales, due to the impact of promotional coupons issued during the third quarter of Fiscal 2009.
These increases were offset by a decrease in distribution costs of 0.3% as a percentage of sales.

Gross Profit
As a result of the foregoing, gross profit increased $21.0 million, or 10.7%, to $216.9 million for Fiscal 2009 compared to $195.9 million for Fiscal
2008.

Selling, General and Administrative Expenses
Selling, general and administrative expenses, including operating payroll and related benefits, advertising and promotion expense, and other selling,
general and administrative expenses, increased $14.4 million, or 9.1%, to $173.1 million during Fiscal 2009, compared to $158.7 million for Fiscal 2008.
The components of selling, general and administrative expenses are explained
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below. Selling, general and administrative expenses as a percentage of net sales for Fiscal 2009 decreased to 25.7% compared to 26.4% for Fiscal 2008.

Operating payroll and related benefits increased $8.1 million, or 13.8%, to $67.2 million for Fiscal 2009 compared to $59.0 million for Fiscal 2008.
The increase is due mainly to our increase in retail locations throughout Fiscal 2009. Operating payroll and related benefits expenses as a percentage of net
sales increased to 10.0% during Fiscal 2009 compared to 9.8% for Fiscal 2008. The increase as a percentage of sales was due to lower sales per hour for Fiscal
2009, as compared to Fiscal 2008, due to a greater number of new (non-comparable) stores commencing operations in the last quarter of Fiscal 2008, as well
increases in health benefits expense experienced during Fiscal 2009.
Advertising and promotion expenses decreased $0.4 million, or 3.3%, to $12.8 million for Fiscal 2009 compared to $13.2 million for Fiscal 2008.
Advertising and promotion expenses as a percentage of net sales decreased to 1.9% during Fiscal 2009 compared to 2.2% for Fiscal 2008. The decrease as a
percentage of net sales was due primarily to a continued reduction in our catalog advertising and prospecting efforts, as well as a decrease in store grand
opening promotions, as we opened 23 fewer stores in Fiscal 2009 as compared to Fiscal 2008.

Other selling, general and administrative expenses, which include depreciation and amortization expense, increased $6.7 million, or 7.8%, to $93.2
million in Fiscal 2009 compared to $86.5 million for Fiscal 2008. The increase was due primarily to an increase in depreciation and amortization of
approximately $3.6 million, reflecting our new stores; $3.0 million for corporate payroll expense which was primarily due to an increase in incentive
compensation and health care costs during Fiscal 2009; and stock-based compensation expense of approximately $0.7 million, due to additional grants issued
in Fiscal 2009. These increases in expense were offset by a $1.2 million decrease in store pre-opening costs due to the decrease in the number of new stores we
opened during Fiscal 2009. Other selling, general and administrative expenses as a percentage of net sales decreased to 13.8% during Fiscal 2009 compared to
14.4% for Fiscal 2008. The decrease as a percentage of sales was largely the result of experiencing overall economies of scale with regards to these expenses
relative to the increase in sales for Fiscal 2009, as compared to Fiscal 2008.

Related Party Expenses
Related party expenses increased $0.9 million, or 60.6%, to $2.4 million during Fiscal 2009, as compared to $1.5 million for Fiscal 2008. The increase
is due to fees driven from increased sales during the first three fiscal quarters of Fiscal 2009 as well as a one time termination fee of our management service
agreement paid to IPC Manager II, LLC, of approximately $0.8 million (for a detailed presentation of related party expenses, see Note 12 to our consolidated
financial statements). As a result of the termination of the management services agreement, there will be no further related party fees associated with this
agreement in future periods.

Income from Operations
As a result of the foregoing, income from operations increased $5.7 million, or 16.0%, to $41.3 million for Fiscal 2009 compared to $35.6 million for
Fiscal 2008. Income from operations as a percentage of net sales increased to 6.1% during Fiscal 2009 as compared to 5.9% for Fiscal 2008.
Retail

Income from operations for the retail segment increased $14.1 million, or 17.5%, to $94.5 million for Fiscal 2009 compared to $80.4 million for Fiscal
2008. Income from operations as a percentage of net sales for the retail segment increased to 15.8% for Fiscal 2009 compared to 15.4% for Fiscal 2008. This
increase as a percentage of sales is largely due to a decrease in store pre-opening costs of 0.2% as a percent of sales and a decrease in retail store computer
equipment of 0.2% as a percent of sales.

Direct
Income from operations for the direct segment increased $0.2 million, or 1.6%, to $15.1 million for Fiscal 2009 compared to $14.9 million for Fiscal
2008. Income from operations as a percentage of net sales for the direct segment increased to 19.3% for Fiscal 2009 compared to 18.8% for Fiscal 2008. This
increase as a percentage of net sales was primarily due to a decrease in advertising expense of 1.3% as a percentage of sales, due to the decrease in catalog
mailings, offset in part by an increase in product costs of 0.7% as a percentage of sales, due to greater price promotions for our direct products, during Fiscal
2009 as compared to Fiscal 2008.

Corporate Costs
Corporate costs increased $8.6 million, or 14.5%, to $68.3 million during Fiscal 2009 compared to $59.7 million for Fiscal 2008. Corporate costs as a
percentage of net sales increased to 10.1% for Fiscal 2009 compared to 9.9% for Fiscal 2008. This dollar increase was due primarily to the increase in
depreciation and amortization expense of $3.6 million, reflecting our new stores; an increase in corporate payroll costs of approximately $3.0 million,
primarily due to an increase in incentive compensation and health care costs during Fiscal 2009; and an increase in stock compensation expense of $0.7
million, due to additional grants issued in Fiscal 2009.
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Loss on extinguishment of debt
Loss on extinguishment of debt was $2.0 million during Fiscal 2009, which included the following: $0.4 million for the premium on the repurchase of
approximately $44.9 million of our Notes; the write-off of the related portions of deferred financing fees and a portion of the unrecognized loss of our interest
rate swap as a result of the aforementioned repurchase, of $0.7 million and $0.6 million, respectively; and a $0.3 million write-off of deferred financing fees
related to the repayment of our former revolving credit facility which was terminated in September 2009.

Interest Expense, net
Interest expense, net decreased $2.5 million, or 13.4%, to $18.6 million in Fiscal 2009 compared to $21.1 million for Fiscal 2008. The decrease was
attributable to a decrease in interest rates in Fiscal 2009 compared to Fiscal 2008.

Provision for Income Taxes
We recognized $8.0 million of income tax expense during Fiscal 2009 compared to $6.3 million in Fiscal 2008. The effective tax rate was 38.8%,
compared to 43.7% for Fiscal 2008. The 4.9% decrease in the effective tax rate is primarily due to favorable developments on certain outstanding income tax
matters related to previously identified uncertain tax positions during Fiscal 2009, as compared to a net increase in tax expense related to uncertain tax positions
in Fiscal 2008.

Net Income
As a result of the foregoing, we generated net income of $12.7 million in Fiscal 2009 compared to net income of $8.2 million in Fiscal 2008.

Key Indicators of Liquidity and Capital Resources
The following table sets forth key indicators of our liquidity and capital resources (in thousands):
As of
December 25,

2010

Balance Sheet Data:
Cash and cash equivalents
Working capital
Total assets

$ 25,968
75,959
485,717
75,794

Total debt, including capital lease obligations

Cash Flows Provided By (Used In):
Operating activities
Investing activities
Financing activities
Net increase in cash and cash equivalents
(1)

$

8,797
50,416
469,257
123,946

2010

Year Ended
December 26,
2009

December 27,
2008

$ 21,112

$ 21,095

$ 17,483

$ 55,184

$

$ 19,588
(35,389)
15,971
$
170

December 25,

Other Information:
Depreciation and amortization (1)

December 26,
2009

(18,448)

(19,565)
$ 17,171

43,434

(21,281)
(14,979)
$ 7,174

Excludes amortization of deferred financing fees.

Liquidity and Capital Resources
Our primary uses of cash are to fund working capital, operating expenses, debt service and capital expenditures related primarily to the construction of
new stores. Historically, we have financed these requirements predominately through internally generated cash flow, supplemented with short-term financing.
We believe that the cash generated by operations and cash and cash equivalents,
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together with the borrowing availability under our revolving credit facility, will be sufficient to meet our working capital needs for the next twelve months,
including investments made and expenses incurred in connection with our store growth plans, systems development and store improvements.

During Fiscal 2010 we spent approximately $15.7 million, out of the $18.4 million of total capital expenditures, in connection with our store growth and
improvement plans. We expect to spend approximately $23.0 million on capital expenditures in Fiscal 2011, most of which will pertain to approximately 48
new stores we anticipate opening throughout the year. We opened 47 new stores during Fiscal 2010, and closed one store. Our working capital requirements for
merchandise inventory will continue to increase as we continue to open additional stores. Currently, our practice is to establish an inventory level of $165,000
to $185,000 at cost for each of our stores, a portion of which is vendor-financed based upon agreed credit terms. Giving consideration to both our revolving
credit facility and cash generated from our operations, we feel we will have sufficient liquidity through the next fiscal year to fund our capital requirements and
operations. Additionally, 30 day payment terms have been extended to us by some of our suppliers allowing us to effectively manage our inventory and
working capital.

During April 2010, we increased our credit facility by $20.0 million giving us up to $70.0 million in borrowing availability. In addition, during the first
quarter of fiscal 2011 we extended the credit facility another two years resulting in a maturity date of September 25, 2015. Also, in connection with the revised
revolving credit agreement, we entered into a term loan agreement providing us with an additional $25.0 million in financing which was used along with
existing cash and available borrowing under our revolving credit facility for the redemption of the remaining portion of our Notes during February 2011.
We were in compliance with all debt covenants as of December 25, 2010. We expect to be in compliance with these same debt covenants during Fiscal
2011 as well.

Cash Provided by Operating Activities
Cash provided by operating activities was $55.2 million and $43.4 million during Fiscal 2010 and Fiscal 2009, respectively. The $11.8 million
increase in cash flows from operating activities is primarily due to an increase in our net income, offset in part by an increase in expenditures on our inventory
and a reduction in our accounts payable during Fiscal 2010, as compared to Fiscal 2009. In addition, there was a one time payment of approximately $2.6
million which occurred during September 2009, for the termination of our interest rate swap. The increase in expenditures on our inventory increased as a
result of the increase to our net sales, and increased at a rate of less than 50% than the increase in net sales. The reduction in on our accounts payable is
attributable to both faster payments to our suppliers to take advantage of certain payment terms, offset by the increase in our inventory expenditures.
Cash provided by operating activities was $43.4 million and $19.6 million during Fiscal 2009 and Fiscal 2008, respectively. The $23.8 million
increase in cash flows from operating activities is primarily due to an increase in our net income, as well as a decrease in expenditures on inventory, due to
effective management of inventory in our stores along with more efficient levels of replenishment; and a decrease in expenditures on our accounts payable
during Fiscal 2009, related in part to the decrease in inventory expenditures, as compared to Fiscal 2008. This increase in cash flows from operating activities
was offset in part by a $2.6 million cash payment, for the termination of our interest rate swap during September 2009.

Cash Used in Investing Activities
Net cash used in investing activities was $18.4 million during Fiscal 2010 as compared to $21.3 million during Fiscal 2009. The decrease in cash used
in investing activities of $2.8 million during Fiscal 2010, as compared to Fiscal 2009, is primarily the result of a lower construction cost per store and a
decrease in refurbishing of older stores. The lower cost per store reflects less work required to ready a store for operations based on its existing condition during
the inception of the lease.

Net cash used in investing activities during Fiscal 2009 and Fiscal 2008 was $21.3 million and $35.4 million, respectively. The decrease in cash used
in investing activities of $14.1 million was primarily due to the opening of 23 more stores during Fiscal 2008 as compared to Fiscal 2009, as well as the
acquisition of $3.5 million of intangible assets (as discussed in Note 4 to our Financial Statements) during Fiscal 2008.

Cash (Used in) Provided by Financing Activities
Net cash used in financing activities was $19.6 million in Fiscal 2010, compared to net cash used in financing activities of $15.0 million during Fiscal
2009. The $4.6 million increase in net cash used in financing activities, which includes the non cash impact of tax benefits on exercises of stock options of
$12.0 million, was primarily due to the redemption of an additional $20.1 million of our Notes during Fiscal 2010, as compared to Fiscal 2009, which was
more than offset by the net change in borrowings under our revolving credit agreement of $35.0 million and an increase in proceeds received from the exercise
of stock options of $16.1 million during Fiscal 2010, as compared to Fiscal 2009. In addition, excluding the $44.9 million redemption of our Notes, Fiscal
2009 included net proceeds of approximately $47.0 million received from our IPO.
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Net cash used in financing activities was $15.0 million in Fiscal 2009, compared to net cash provided by financing activities of $16.0 million during
Fiscal 2008. The decrease in net cash provided by financing activities was primarily due to net repayments of $17.0 million on our revolving credit facility
during Fiscal 2009, compared to net borrowings of $17.0 million from our revolving credit facility during Fiscal 2008.
2005 Senior Notes

On November 7, 2005, we completed our Second Priority Senior Secured Floating Rate Notes (the “Notes”) offering for $165.0 million. During Fiscal
2009 and Fiscal 2010, we redeemed approximately $109.9 million of our Notes leaving $55.1 million of the original $165.0 million outstanding at
December 25, 2010. During January 2011, we announced our intent to redeem the remaining balance of $55.1 million of our Notes. The redemption was
completed on February 22, 2011, after which there were no Notes outstanding.

Revolving Credit Facilities

On November 15, 2005, Vitamin Shoppe Industries, Inc. entered into a $50.0 million senior secured revolving credit facility, which was terminated on
September 25, 2009, resulting in a loss on extinguishment of debt of approximately $0.3 million. There was no balance under this line of credit at the time of
its termination on September 25, 2009. The largest amount borrowed at any given point during the period ended September 25, 2009 was $17.0 million.
2009 Revolving Credit Facility

On September 25, 2009, we entered into a new revolving credit facility (the “2009 Revolving Credit Facility”), and simultaneously terminated our
existing credit facility that was entered into on November 15, 2005. We entered into the 2009 Revolving Credit Facility to obtain an additional two years of
liquidity beyond the termination date of our previous facility. In doing so, we incurred an incremental borrowing rate of 1% as compared to the former
revolving credit facility. The terms of the 2009 Revolving Credit Facility extend through September 2013, and allow us to borrow up to $70.0 million subject to
the terms of the facility. Similar to our previous credit facility, the availability under the 2009 Revolving Credit Facility is subject to a borrowing base
calculated on the value of certain accounts receivable from credit card companies as well as the inventory of Vitamin Shoppe Industries, Inc. (“Industries”)
and VS Direct Inc. (“Direct”). The obligations thereunder are secured by a security interest in substantially all of the assets of Vitamin Shoppe, Inc. (“VSI”),
Industries and Direct. Direct and VSI, provided guarantees in respect of our obligations under the 2009 Revolving Credit Facility, and Industries and VSI,
Inc., have provided guarantees in respect of Direct’s obligations under the 2009 Revolving Credit Facility. The 2009 Revolving Credit Facility provides for
affirmative and negative covenants affecting Industries, VSI and Direct. The 2009 Revolving Credit Facility restricts, among other things, our ability to incur
indebtedness, create or permit liens on our assets, declare or pay dividends and make certain other restricted payments, consolidate, merge or recapitalize,
acquire or sell assets, make certain investments, loans or other advances, enter into transactions with affiliates, change our line of business, and restricts the
types of hedging activities we can enter into. The largest amount borrowed at any given point during Fiscal 2010 was $38.0 million. The unused available line
of credit under the 2009 Revolving Credit Facility at December 25, 2010 was $41.7 million.

Contractual Obligations and Commercial Commitments
As of December 25, 2010, our lease commitments and contractual obligations are as follows (in thousands):

Fiscal year ending

2011
2012
2013
2014

2015
Thereafter

(1)

Total

Operating
Leases (1)

$ 83,760
135,922
88,251
60,326
48,436
117,653
$ 534,348

$ 77,577
76,098
70,251
60,326
48,436
117,653
$ 450,341

Capital Lease
Obligations
including Interest

Long-Term

$

$

$

1,846
985
—
—
—
—
2,831

Debt (2)

—
55,106
—
—
—
—
$55,106

Credit

Interest
Payments (3)

Facility (4)

$

$

4,337
3,733

—
—
—
—
$ 8,070

—
—
18,000

—
—
—
$ 18,000

The operating leases included in the above table do not include contingent rent based upon sales volume, which represented less than 1% of our
minimum lease obligations during Fiscal 2010. In addition, the operating leases do not include common area
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(2)

(3)
(4)

maintenance costs or real estate taxes that are paid to the landlord during the year, which combined represented approximately 16.1% of our minimum
lease obligations during Fiscal 2010.
The $55.1 million balance of our Notes is classified as long-term per the above table as the tender to redeem the Notes in their entirety occurred during
January 2011 subsequent to our fiscal year end. In addition, our term loan entered into during January 2011 of $25.0 million is not included in the
table, as it was not a component of our consolidated balance sheet as of December 25, 2010.
Interest payments are estimated based upon the prevailing interest rates at December 25, 2010.
The credit facility does not reflect the amendment to the agreement which extended its maturity date to September 25, 2015.

Severance. As of December 25, 2010, we have an aggregate contingent liability of up to $2.0 million related to potential severance payments for five
executives pursuant to their respective employment agreements. These potential severance payments are not reflected in the table above.
Excluded from the above commitments is $4.6 million of long-term liabilities related to uncertain tax positions, due to the uncertainty of the time and
nature of resolution.

Off-Balance Sheet Arrangements
We have not created, and are not party to, any special-purpose or off-balance sheet entities for the purpose of raising capital, incurring debt or operating
our business. We do not have any off-balance sheet arrangements or relationships with entities that are not consolidated into our financial statements that have
or are reasonably likely to have a material current or future effect on our financial condition, changes in financial condition, revenues, expenses, results of
operations, liquidity, capital expenditures or capital resources.

Effects of Inflation
We do not believe that our sales or operating results have been materially impacted by inflation during the periods presented in our financial statements.
There can be no assurance, however, that our sales or operating results will not be impacted by inflation in the future.
Recent Accounting Pronouncements

We have considered all new accounting pronouncements and have concluded that there are no new pronouncements that have a material impact on
results of operations, financial condition, or cash flows, based on current information.

Item 7A.

Quantitative and Qualitative Disclosures About Market Risk

Our market risks relate primarily to changes in interest rates. Market risk represents the risk of changes in the value of market risk sensitive
instruments caused by fluctuations in interest rates and commodity prices. Changes in these factors could cause fluctuations in the results of our operations
and cash flows. In the ordinary course of business, we are primarily exposed to interest rate risks. Other than on our Notes, which carry a floating interest
rate, we have not used derivative financial instruments in connection with these market risks.
Our Revolving Credit Facility and Notes carry floating interest rates that are tied to LIBOR and the prime rate and, therefore, our statements of
operations and our cash flows are exposed to changes in interest rates. A one percentage point increase in LIBOR would cause an increase to the interest expense
on our Notes of approximately $0.5 million. A one point percentage increase in Libor would cause an increase to the interest expense on our Revolving Credit
Facility of approximately $0.2 million based on the balance in our Revolving Credit Facility at December 25, 2010. The balance of our Revolving Credit
Facility at December 25, 2010, is not indicative of future balances which may be subject to fluctuations in interest rates.

Item 8.

Financial Statements and Supplementary Data

The response to this item is provided in this Annual Report on Form 10-K, commencing on page 43, which is incorporated herein by reference.

Item 9.

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A.

Controls and Procedures

We carried out an evaluation, under the supervision and with the participation of management, including our Chief Executive Officer and Chief
Financial Officer, our principal executive officer and principal financial officer, respectively, of the effectiveness of the design and operation of our disclosure
controls and procedures (as such term is defined in Rules 13a (e) and 15d—15(e) under the
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Securities Exchange Act of 1934, as amended (the Exchange Act”), to provide reasonable assurance of achieving the control objectives as of the end of the
period covered by this report. Based upon that evaluation, the Principal Executive Officer and Principal Financial Officer concluded that our disclosure
controls and procedures were effective as of the end of the period covered by this annual report in providing a reasonable level of assurance that information we
are required to disclose in reports that we file or submit under the Exchange Act is recorded, processed, summarized, and reported within the time periods in
Securities and Exchange commission rules and forms, including providing a reasonable level of assurance that information required to be disclosed by us in
such reports is accumulated and communicated to our management, including our Principal Executive Officer and our Principal Financial Officer, as
appropriate to allow timely decisions regarding required disclosure.
See Item 15 “ Exhibits and Financial Statement Schedules ” appearing at the end of this Annual Report on Form 10-K for Management’s Report on
Internal Control Over Financial Reporting.

Changes in Internal Control over Financial Reporting
There have been no changes in our internal control structure, policies and procedures for the quarter ended December 25, 2010, that could significantly
affect our internal control over financial reporting, or be reasonably likely to materially affect our internal control over financial reporting.

Item 9B.

Other Information

None.
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PART III

Item 10.

Directors, Executive Officers and Corporate Governance

Information with respect to this Item is included in the Company’s Proxy Statement to be filed in April 2011, which is incorporated herein by reference.

Item 11.

Executive Compensation

Information with respect to this Item is included in the Company’s Proxy Statement to be filed in April 2011, which is incorporated herein by reference,
under the captions, “Compensation of Directors”, “Executive Compensation” and “Compensation Discussion and Analysis”; provided, however, that the
subsection entitled “Executive Compensation—Report of the Executive Compensation Committee of the Board of Directors on Executive Compensation” shall
not be deemed to be incorporated by reference.

Item 12.

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Information with respect to this Item is included in the Company’s Proxy Statement to be filed in April 2011, which is incorporated herein by reference.

Item 13.

Certain Relationships, Related Transactions and Director Independence

Information with respect to this Item is included in the Company’s Proxy Statement to be filed in April 2011, which is incorporated herein by reference,
under the captions “Securityholders Agreement,” “Advisory Services Agreement,” “Transactions with Management,” and “Board of Directors.”

Item 14.

Principal Accountant Fees and Services

Information with respect to this Item is included in the Company’s Proxy Statement to be filed in April 2011, which is incorporated herein by reference.

Item 15.
(a)

Exhibits and Financial Statement Schedules
The following documents are filed as part of this annual report on Form 10-K:

1.

The following consolidated financial statements listed below are filed as a separate section of this annual report on Form 10-K
commencing on page 44:
Management’s Reports and Reports of Independent Registered Public Accounting Firm—Deloitte & Touche LLP.

Consolidated Balance Sheets as of December 25, 2010 and December 26, 2009.
Consolidated Statements of Operations for the Fiscal years ended December 25, 2010, December 26, 2009, and December 27, 2008.

Consolidated Statements of Stockholders’ Equity for the Fiscal years ended December 25, 2010, December 26, 2009, and December 27,
2008.
Consolidated Statements of Cash Flows for the Fiscal years ended December 25, 2010, December 26, 2009, and December 27, 2008.
Notes to Consolidated Financial Statements for the Fiscal years ended December 25, 2010, December 26, 2009, and December 27, 2008.
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2.
EXHIBIT NO.

Exhibits:
DESCRIPTION

2.1

Agreement and Plan of Merger by and between VS Holdings, Inc. and VS Parent, Inc., dated as of October 27, 2009. ‡

3.1

Amended and Restated Certificate of Incorporation of Vitamin Shoppe, Inc. ‡‡

3.2

Second Amended and Restated By-Laws of Vitamin Shoppe, Inc. ‡‡

4.1

Indenture dated as of November 15, 2005, by and among Vitamin Shoppe Industries Inc., VS Holdings, Inc. and VS Direct Inc.,
as Guarantors, and Wilmington Trust Company, as Trustee. ‡‡‡

4.2

Form of Second Priority Senior Secured Floating Rate Note due 2012. ‡‡‡

10.1

Securityholders Agreement, by and among Vitamin Shoppe, Inc. and its securityholders, dated October 27, 2009. ‡

10.2

Amended and Restated Loan and Security Agreement, dated as of September 25, 2009, as amended January 20, 2011, by and
among Vitamin Shoppe Industries Inc. and VS Direct Inc. as borrowers, Vitamin Shoppe, Inc. as Guarantor, the Lenders and
Issuing Bank from time to time party thereto, and JPMorgan Chase Bank, N.A. as Administrative Agent.

10.3

Intercreditor Agreement Joinder, dated as of September 25, 2009, by JPMorgan Chase Bank, N.A. ‡‡‡‡

10.4

Intellectual Property Security Agreement, dated as of September 25, 2009, by and among Vitamin Shoppe Industries Inc., VS
Direct Inc. and Vitamin Shoppe, Inc. (f/k/a VS Holdings, Inc.) and JPMorgan Chase Bank, N.A., as Administrative Agent for the
Lenders. ‡‡‡‡

10.5

Stock Pledge Agreement, dated September 25, 2009 by and between Vitamin Shoppe, Inc. (f/k/a VS Holdings, Inc.) as Pledgor
and JPMorgan Chase Bank, N.A. as Pledgee. ‡‡‡‡

10.6

Stock Pledge Agreement, dated September 25, 2009 by and between Vitamin Shoppe Industries Inc. as Pledgor and JPMorgan
Chase Bank, N.A. as Pledgee. ‡‡‡‡

10.7

Guarantee of Vitamin Shoppe Industries Inc. and Vitamin Shoppe, Inc. (f/k/a VS Holdings, Inc.), dated September 25, 2009, of
obligations of VS Direct Inc. under the Loan and Security Agreement. ‡‡‡‡

10.8

Guarantee of VS Direct Inc. and Vitamin Shoppe, Inc. (f/k/a VS Holdings, Inc.), dated September 25, 2009, of obligations of
Vitamin Shoppe Industries Inc. under the Loan and Security Agreement. ‡‡‡‡

10.9

Lease Agreement, dated as of May 2, 2002, between Hartz Mountain Industries, Inc. and Vitamin Shoppe Industries Inc. ‡‡‡

10.10

Purchase Agreement, dated as of November 1, 2004, between Natures Value, Inc. and Vitamin Shoppe Industries Inc. ‡‡‡

10.11

Form of Employment Agreement by and among executive officer, VS Parent, Inc., Vitamin Shoppe Industries Inc. and VS
Holdings, Inc. § ‡‡‡
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10.12

Form of Indemnification Agreement by and among executive officer, VS Holdings, Inc. and Vitamin Shoppe Industries Inc. § †††

10.13

Form of Indemnification Agreement by and among director, VS Holdings, Inc. and Vitamin Shoppe Industries Inc. § †††

10.14

VS Parent, Inc. 2006 Stock Option Plan. § †

10.15

2009 Vitamin Shoppe Equity Incentive Plan, effective as of September 2, 2009. § ††

10.16

Vitamin Shoppe 2010 Employee Stock Purchase Plan, effective December 16, 2009. v

10.17

Employment and Non-Competition Agreement, dated as of September 9, 2009, among Richard Markee, VS Parent, Inc., VS Direct, Inc. and
Vitamin Shoppe, Inc. (f/k/a VS Holdings, Inc.) and Vitamin Shoppe Industries Inc. ††

10.18

Amended and Restated Employment and Non-Competition Agreement, dated as of June 12, 2006, by and among Anthony Truesdale, VS Parent,
Inc., VS Holdings, Inc. and Vitamin Shoppe Industries Inc. § ‡‡‡

10.19

Amendment to Amended and Restated Employment and Non-Competition Agreement, dated as of December 28, 2007, by and among Anthony
Truesdale, VS Parent, Inc., VS Holdings, Inc. and Vitamin Shoppe Industries Inc. § *

10.20

Amendment No. 2 to Employment and Non-Competition Agreement, dated as of September 25, 2009 by and among Anthony Truesdale, VS
Parent, Inc., Vitamin Shoppe Industries Inc. and Vitamin Shoppe, Inc. (f/k/a VS Holdings, Inc.). ‡‡‡‡

10.21

Employment and Non-Competition Agreement, dated as of April 16, 2007, by and among Michael G. Archbold, VS Parent, Inc., VS Holdings,
Inc. and Vitamin Shoppe Industries Inc. § ***

10.22

Amendment to Employment and Non-Competition Agreement, dated as of December 28, 2007, by and among Michael G. Archbold, VS Parent,
Inc. and VS Holdings, Inc. and Vitamin Shoppe Industries Inc. § ‡‡‡‡

10.23

Amendment No. 2 to Employment and Non-Competition Agreement, dated as of September 25, 2009 by and among Michael G. Archbold, VS
Parent, Inc., Vitamin Shoppe Industries Inc. and Vitamin Shoppe, Inc. (f/k/a VS Holdings, Inc.). ‡‡‡‡

10.24

Employment and Non-Competition Agreement, dated as of January 15, 2007, by and among Louis H. Weiss, VS Parent, Inc., VS Holdings, Inc.,
VS Direct, Inc., and Vitamin Shoppe Industries, Inc. § **

10.25

Amendment to Employment and Non-Competition Agreement, dated as of December 28, 2007, by and among Louis H. Weiss, VS Parent, Inc.,
VS Holdings, Inc., VS Direct, Inc. and Vitamin Shoppe Industries Inc. § *

10.26

Amendment to Employment Agreement, dated as of June 12, 2006, by and among Cosmo La Forgia, VS Parent, Inc., Vitamin Shoppe Industries
Inc. and VS Holdings, Inc. § ‡‡‡

10.27

Second Amendment to Employment Agreement, dated as of December 28, 2007, by and among Cosmo La Forgia, VS Parent, Inc., Vitamin
Shoppe Industries Inc. and VS Holdings, Inc. § *

10.28

Third Amendment to Employment Agreement, dated as of March 6, 2008, by and among Cosmo La Forgia, VS Parent, Inc., Vitamin Shoppe
Industries Inc. and VS Holdings, Inc. § *

10.29

Letter Agreement, dated as of February 10, 2011, by and between Brenda Galgano and Vitamin Shoppe Industries, Inc.
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10.30

Amendment No. 3 to Employment and Non-Competition Agreement, dated as of February 24, 2011, by and between Michael Archbold and
Vitamin Shoppe, Inc. and Vitamin Shoppe Industries Inc.

10.31

Amendment No. 3 to Employment and Non-Competition Agreement, dated as of February 24, 2011, by and between Anthony Truesdale and
Vitamin Shoppe, Inc. and Vitamin Shoppe Industries Inc.

10.32

Amendment No. 1 to Employment and Non-Competition Agreement, dated as of February 24, 2011, by and between Richard Markee and Vitamin
Shoppe, Inc. and Vitamin Shoppe Industries Inc.

21.1

Subsidiaries of the Registrant. ‡‡‡

23.1

Consent of Independent Registered Public Accounting Firm.

31.1

Certification of Richard L. Markee pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2

Certification of Michael G. Archbold pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002—Chief Executive Officer.

32.2

Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002— Chief Financial
Officer.

v
‡
‡‡
‡‡‡
‡‡‡‡
*
**
***
†
††
†††
§

Incorporated by reference to our Form 10-K, filed on March 17, 2010 (File No. 001-34507).
Incorporated by reference to our Current Report on Form 8-K, filed on November 2, 2009 (File No. 001-34507).
Incorporated by reference to our Form 10-Q/A, filed on November 13, 2009 (File No. 001-34507).
Incorporated by reference to Registration Statement No. 333-134983 on Form S-4 filed on June 13, 2006, as amended (File No. 333-134983-2).
Incorporated by reference to our Current Report on Form 8-K, filed on September 30, 2009 (File No. 001-34507).
Incorporated by reference to our Annual report on Form 10-K for the Fiscal year ended December 29, 2007, filed on March 28, 2008.
Incorporated by reference to our Current Report on Form 8-K, filed on January 16, 2007. (File No. 001-34507).
Incorporated by reference to our Current Report on Form 8-K, filed on April 19, 2007. (File No. 001-34507).
Incorporated by reference to Amendment No. 5 to our Registration Statement on Form S-1, filed on October 22, 2009 (File No. 333-160756).
Incorporated by reference to Amendment No. 2 to our Registration Statement on Form S-1, filed on September 22, 2009 (File No. 333-160756).
Incorporated by reference to Amendment No. 4 to our Registration Statement on Form S-1, filed on October 14, 2009 (File No. 333-160756).
Management contract or compensation plan or arrangement.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized, on March 9, 2011.
VITAMIN SHOPPE, INC.

By:

RICHARD L. MARKEE
Richard L. Markee
Chief Executive Officer and

/S /

Chairman of the Board
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.

By:

Name

Title

Date

/S / RICHARD L. MARKEE

Chief Executive Officer,
Chairman of the Board, Director

March 9, 2011

Richard L. Markee

(Principal Executive Officer)

By:

/S / MICHAEL G. A RCHBOLD
Michael G. Archbold

Chief Financial Officer and
Chief Operating Officer
(Principal Financial and Accounting Officer)

March 9, 2011

By:

/S / B. MICHAEL BECKER
B. Michael Becker

Director

March 9, 2011

By:

/S / CATHERINE BUGGELN
Catherine Buggeln

Director

March 9, 2011

By:

/S / DAVID H. EDWAB

Director

March 9, 2011

Director

March 9, 2011

David H. Edwab

By:

/S / JOHN H. EDMONDSON

John H. Edmondson

By:

/S / DOUGLAS R. KORN
Douglas R. Korn

Director

March 9, 2011

By:

/S / RICHARD L. PERKAL

Director

March 9, 2011

Richard L. Perkal

By:

Director

Beth M. Pritchard

By:

Director

Katherine Savitt-Lennon
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined under the Exchange Act) to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles in the United States (“GAAP”). Such internal control includes those policies and procedures that (i) pertain to the
maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets; (ii) provide reasonable assurance
(A) that transactions are recorded as necessary to permit preparation of financial statements in accordance with GAAP and that receipts and expenditures of the
Company are being made only in accordance with authorizations of management and directors; and (B) regarding prevention or timely detection of
unauthorized acquisition, use or disposition of our assets that could have a material effect on the financial statements.

Our management assessed the effectiveness of our internal control over financial reporting as of December 25, 2010. In making this assessment, it used
the criteria set forth in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).
Based on this assessment, management has determined that, as of December 25, 2010, our internal control over financial reporting is effective based on those
criteria.

The Company’s internal control over financial reporting as of December 25, 2010 has been audited by Deloitte & Touche LLP, an independent
registered public accounting firm, as stated in their attestation report which appears herein.

March 9, 2011
/S / RICHARD L. MARKEE

/S / MICHAEL G. A RCHBOLD
Michael G. Archbold
Chief Financial Officer and Chief Operating Officer

Richard L. Markee
Chief Executive Officer, Chairman of the Board

MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS
The management of Vitamin Shoppe, Inc. is responsible for the preparation, objectivity and integrity of the consolidated financial statements and other
information contained in this Annual Report on Form 10-K. The consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America and include some amounts that are based on management’s informed judgments and best
estimates.

Deloitte & Touche LLP, an independent registered public accounting firm, has audited these consolidated financial statements in accordance with the
standards of the Public Company Accounting Oversight Board (United States) and has expressed herein their unqualified opinion on those financial
statements.
The Audit Committee of the Board of Directors, which oversees all of the Company’s financial reporting process on behalf of the Board of Directors,
consists solely of independent directors, meets with the independent registered public accounting firm, internal auditors and management periodically to review
their respective activities and the discharge of their respective responsibilities. Both the independent registered public accounting firm and the internal auditors
have unrestricted access to the Audit Committee, with or without management, to discuss the scope and results of their audits and any recommendations
regarding the system of internal controls.

March 9, 2011
/S / RICHARD L. MARKEE

/S / MICHAEL G. A RCHBOLD
Michael G. Archbold
Chief Financial Officer and Chief Operating Officer

Richard L. Markee
Chief Executive Officer, Chairman of the Board
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of
Vitamin Shoppe, Inc.
North Bergen, New Jersey

We have audited the internal control over financial reporting of Vitamin Shoppe, Inc. and Subsidiary (the “Company”) as of December 25, 2010, based
on criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.
The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of
internal control over financial reporting, included in the accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility
is to express an opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was maintained in all
material respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion.
A company’s internal control over financial reporting is a process designed by, or under the supervision of, the company’s principal executive and
principal financial officers, or persons performing similar functions, and effected by the company’s board of directors, management, and other personnel to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.
Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion or improper management override of
controls, material misstatements due to error or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the
effectiveness of the internal control over financial reporting to future periods are subject to the risk that the controls may become inadequate because of changes
in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 25, 2010, based on
the criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the consolidated financial
statements as of and for the fiscal year ended December 25, 2010 of the Company and our report dated March 9, 2011 expressed an unqualified opinion on
those financial statements.
/s/ Deloitte & Touche LLP
New York, New York

March 9, 2011
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of
Vitamin Shoppe, Inc.
North Bergen, New Jersey

We have audited the accompanying consolidated balance sheets of Vitamin Shoppe, Inc. and Subsidiary (the “Company”) as of December 25, 2010 and
December 26, 2009, and the related consolidated statements of operations, stockholders’ equity and cash flows for each of the three fiscal years in the period
ended December 25, 2010. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.
In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Vitamin Shoppe, Inc. and
Subsidiary as of December 25, 2010 and December 26, 2009, and the results of their operations and their cash flows for each of the three fiscal years in the
period ended December 25, 2010, in conformity with accounting principles generally accepted in the United States of America.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the Company’s internal
control over financial reporting as of December 25, 2010, based on criteria established in Internal Control—Integrated Framework issued by the Committee
of Sponsoring Organizations of the Treadway Commission and our report dated March 9, 2011 expressed an unqualified opinion on the Company’s internal
control over financial reporting.
/s/ Deloitte & Touche LLP
New York, New York

March 9, 2011
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PART I. FINANCIAL INFORMATION

VITAMIN SHOPPE, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS
(In thousands, except share and per share data)
December 25,

2010

December 26,
2009

ASSETS
Current assets:
Cash and cash equivalents

$ 25,968
111,305
13,612

Inventories
Prepaid expenses and other current assets
Deferred income taxes
Total current assets
Property and equipment, net
Goodwill
Other intangibles, net
Other assets:

Deferred financing fees, net of accumulated amortization of $1,961 and $2,856, respectively
Other
Total other assets
Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Current portion of long-term debt
Current portion of capital lease obligations
Revolving credit facility
Accounts payable
Deferred sales
Accrued salaries and related expenses
Other accrued expenses
Total current liabilities
Long-term debt
Capital lease obligations, net of current portion
Deferred income taxes
Other long-term liabilities
Deferred rent

$

8,797
106,091
13,401

4,033

5,145

154,918
80,949
177,248
69,718

133,434

83,960
177,248
70,356

816
2,068
2,884
$ 485,717

2,384
1,875
4,259
$469,257

$

$

—
1,711
18,000

18,994
15,929
9,573
14,752
78,959
55,106
977
20,595
5,304
27,080

20,000

1,537
—
25,075
14,386
7,551
14,469
83,018
100,106
2,303

19,945
4,766
24,768

Commitments and contingencies

Stockholders’ equity:
Preferred stock, $0.01 par value; 250,000,000 shares authorized and no shares issued and outstanding at
December 25, 2010 and December 26, 2009
Common stock, $0.01 par value; 400,000,000 shares authorized, 28,627,897 shares issued and outstanding at
December 25, 2010, and 26,750,423 shares outstanding at December 26, 2009
Additional paid-in capital
Accumulated other comprehensive loss
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

—
286
243,558
—
53,852
297,696
$ 485,717

—
268
210,359
(882)
24,606
234,351
$469,257

See accompanying notes to consolidated financial statements.
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VITAMIN SHOPPE, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except share and per share data)
Year Ended
December 26,
2009

December 25,

2010

$

Net sales
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Related party expenses
Income from operations
Loss on extinguishment of debt
Interest expense, net
Income before provision for income taxes
Provision for income taxes
Net income
Preferred stock dividends in arrears
Net income (loss) available to common stockholders

$

751,482
501,948
249,534
189,872
—
59,662
1,349
9,517
48,796
19,550
29,246
—
29,246

$

674,495
457,573
216,922

December 27,
2008

$

173,144

2,446
41,332

$

2,016
18,636
20,680
8,014
12,666
7,692
4,974

$

601,540
405,659
195,881
158,713
1,523
35,645
—
21,137
14,508
6,341
8,167
9,279
(1,112)

Weighted average common shares outstanding

27,390,419
28,338,788

Basic
Diluted
Net income (loss) per common share

$
$

Basic
Diluted

1.07
1.03

16,238,338
17,748,371
$
$

0.31

0.28

14,175,906
14,175,906
$
$

(0.08)
(0.08)

See accompanying notes to consolidated financial statements.
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VITAMIN SHOPPE, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(in thousands, except share data)
Preferred Stock
Series A

Shares

Balance at December 29, 2007
Net income
Interest rate swap, net of taxes of $0.8 million
Total Comprehensive Income
Equity compensation
Redemption of preferred shares
Balance at December 27, 2008
Net income
Interest rate swap, net of taxes of $1.2 million
Total Comprehensive Income
Extinguishment of officers’ note
Equity compensation
Issuance of restricted shares
Issuance of common stock
Issuance of common stock during offering, net*
Redemption of preferred shares
Exercise of stock options
Tax benefits on exercise of stock options
Balance at December 26, 2009
Net income
Interest rate swap, net of taxes of $0.6 million
Total Comprehensive Income
Expenses relating to the Initial Public Offering
Equity compensation
Issuance of restricted shares
Issuance of shares under employee stock purchase plan
Exercise of stock options
Tax benefits on exercise of stock options
Balance at December 25, 2010

79,860
—
—

Note

Common Stock

Amounts
$
1

Shares

14,175,906

Amounts
$
142

Additional
Paid-In
Capital
$ 153,057

—
—

—
—

—
—

—
—

—
(358)
79,502
—
—

—
—

—
—

—
—
142
—
—

2,352

(634)

—
—
—
—
—

1

—
—

—
—
—

14,175,906

—
—

—
—
—
—
—

—
—
—
—
—

—
90,557
49,950
12,486,920
—
87,597
—
26,750,423
—
—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
—
67,813
17,138
1,792,523
—
28,627,897

(36,969)
(41,899)

(1)

$

—
—

(140,507)

Due from

Warrants
$ 5,666
—
—

1

1

—
268
—
—
—
—

154,848
—
—

—
755
125,051
(72,535)
685
352
210,359
—
—

—
17

—
286

—
359
16,849
12,002
$ 243,558

$

$

3,773

Total
$159,789

8,167
—

8,167
(1,264)
6,903

—
—

—
—

—
—

2,352

(1,500)

(2,614)

—
—

—
1,732

—
—
—
—
—
—

1,500
—
—
—
—
—
—
—
—
—
—

—
—
—
—
—
—
—
—
(882)
—
882

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

$

—

Retained
Earnings

(1,264)

(5,666)

$

(1,500)

Accumulated
Other
Comprehensive
(Loss) Income
$
(1,350)

—
—

—
—
—
—

(87)
4,076
1

Officer

—
—
5,666
—
—

(561)

(1,837)
3,040

—
124
—

$

Receivable

$

11,940
12,666

—
—
—
—
—
—
—
—
—
24,606
29,246
—
—
—
—
—
—
—
$53,852

(561)

168,483
12,666
1,732
14,398
(337)
3,040

—
755
119,509
(72,535)
686

352
234,351
29,246
882
30,128
(87)
4,076
1

359
16,866
12,002
$ 297,696

* Includes conversion of preferred shares and warrants.

See accompanying notes to consolidated financial statements.
48

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Table of Contents

VITAMIN SHOPPE, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

2010

Year Ended
December 26,
2009

December 27,
2008

$ 29,246

$ 12,666

$ 8,167

21,112
1,326

21,095
—
1,227
1,568

17,483
—
1,168
—
79
—
695
3,447
2,352

December 25,

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization of fixed and intangible assets
Impairment charge on fixed assets
Amortization of deferred financing fees
Loss on extinguishment of debt, net of premium on Note redemption
Loss on disposal of fixed assets
Amortization of unrealized loss on terminated swap
Deferred income taxes
Deferred rent
Equity compensation expense
Tax benefits on exercises of stock options
Changes in operating assets and liabilities:
Inventories
Prepaid expenses and other current assets
Other non-current assets
Accounts payable
Accrued expenses and other current liabilities
Other long-term liabilities
Net cash provided by operating activities

740

1,349
187
1,079
1,166
1,528
4,076
(12,002)

(5,214)
12,547
(193)
(6,204)
3,903
538
55,184

Cash flows from investing activities:
Capital expenditures
Trademarks and other intangible assets
Net cash used in investing activities
Cash flows from financing activities:

(18,356)
(92)
(18,448)

Borrowings under revolving credit agreement
Repayment of borrowings under revolving credit agreement
Payments of capital lease obligation
Redemption of long term debt (Notes)
Redemption of preferred shares
Proceeds from issuance of common stock
Proceeds from issuance of common stock during offering, net
Payments for expenses related to the offering
Proceeds from exercises of common stock options
Issuance of shares under employee stock purchase plan
Tax benefits on exercises of stock options
Deferred financing fees
Net cash (used in) provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents beginning of year
Cash and cash equivalents end of year

3,041
3,040
(352)

(9,082)

800
800

74

(217)
1,336
4,900
(2,170)

(95)
(10,908)
5,644
564
19,588

43,434

(21,244)

(31,895)
(3,494)
(35,389)

(37)

(21,281)

(1,611)
(65,000)
—
—
—
(87)
16,866
359
12,002
(94)
(19,565)
17,171
8,797
$ 25,968

8,594
(25,594)
(1,334)
(44,894)
(72,535)
755
121,209
(1,700)
686
—
352
(518)
(14,979)
7,174
1,623
$ 8,797

(468)
—
(561)
—
—
—
—
—
—
—
15,971
170
1,453
$ 1,623

$
$

7,628
6,732

$ 17,279
$ 11,258

$ 20,386
$ 5,919

$
$

1,648
459

$ 1,525
$
792

$
$

38,000
(20,000)

Supplemental disclosures of cash flow information:
Interest paid
Income taxes paid
Supplemental disclosures of non-cash investing activities:
Accrued purchases of property and equipment
Assets acquired under capital lease

130

565
(4,995)

20,000
(3,000)

2,134
4,850

See accompanying notes to consolidated financial statements.
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VITAMIN SHOPPE, INC. AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Basis of Presentation
Vitamin Shoppe, Inc. (“VSI”), formerly VS Holdings, Inc., is incorporated in the State of Delaware, and through its wholly-owned subsidiary, Vitamin
Shoppe Industries Inc. (“Subsidiary” or “Industries”) and Industries’ wholly-owned subsidiary, VS Direct Inc. (“Direct,” and, together with Industries and
VSI, the “Company”), is a leading specialty retailer and direct marketer of nutritional products. Sales of both national brands and proprietary brands of
vitamins, minerals, nutritional supplements, herbs, sports nutrition formulas, homeopathic remedies and other health and beauty aids are made through VSIowned retail stores, the Internet and mail order catalogs to customers located primarily in the United States. VSI operates from its headquarters in North
Bergen, New Jersey.
For all periods presented, share and per share information in these consolidated financial statements and the notes hereto have been adjusted to reflect the
Company’s approximately 1.8611-for-one stock split effective on October 27, 2009, described in Note 2- Reorganization and Initial Public Offering, below. In
addition, as the merger discussed below was between entities under common control, the consolidated financial statements for all years presented reflect the
activity and balances of the merged company described in Note 2, as if the merger had occurred prior to December 29, 2007.

The consolidated financial statements for the fiscal years ended December 25, 2010, December 26, 2009, and December 27, 2008 include the accounts
of VSI, Industries and Direct. All significant intercompany transactions have been eliminated.
The Company’s fiscal year ends on the last Saturday in December. As used herein, the term “Fiscal Year” or “Fiscal” refers to the 52-week period
ending the last Saturday in December. Fiscal 2010 is a 52-week period ended December 25, 2010, Fiscal 2009 is a 52-week period ended December 26, 2009,
and Fiscal 2008 is a 52-week period ended December 27, 2008.

2. Reorganization and Initial Public Offering
On October 27, 2009, VS Parent, Inc. merged into VS Holdings, Inc., with VS Holdings being renamed, as Vitamin Shoppe, Inc (the “Merger”). All
common shares and warrants previously issued by VS Parent, Inc., were converted to common shares and warrants of Vitamin Shoppe, Inc., at
approximately a 1.8611-for-one split, resulting in 14,085,349 common shares and 1,055,540 warrants issued and outstanding at October 27, 2009. In
addition 78,868 preferred shares were converted to preferred shares of Vitamin Shoppe, Inc. Also in connection with the Merger, a note receivable of $1.5
million from the Company’s former chief executive officer, which was accounted for as a separate component of VS Parent, Inc.’s stockholders’ equity, along
with accrued interest of $0.3 million, was extinguished. As consideration for extinguishment of the note and accrued interest, 140,507 common shares (after
taking into effect the stock split) and 634 preferred shares of VS Parent, Inc., which were held by the Company’s former chief executive officer to whom the
note was extended, were surrendered. The common shares were surrendered at their acquisition cost and the preferred shares were surrendered in satisfaction of
the remaining balance on the note.
As a result of the Merger, the following balance sheet items of VS Parent, Inc., at October 27, 2009, were combined into Vitamin Shoppe, Inc: accrued
expenses of $16,000, additional paid-in capital of $773,000, and an accumulated deficit of $154,000. In addition, due from/to affiliate balances were
combined in and reclassified to intercompany accounts where they were eliminated upon consolidation.

On November 2, 2009, the Company completed an initial public offering (“IPO”), issuing 7,666,667 new common shares in connection with the IPO,
at a price of $17 per share, resulting in net proceeds from the offering of approximately $121.2 million, net of underwriters commissions. Other fees
associated with the IPO amounted to approximately $1.7 million, which were offset against the proceeds of the IPO. In connection with the IPO, 36,969
preferred shares previously held by VS Parent Inc., along with accumulated dividends in arrears, were converted into 3,764,720 common shares of Vitamin
Shoppe, Inc., with the remaining 41,899 preferred shares being redeemed for cash of approximately $72.5 million.
In addition, certain designated proceeds of the IPO were used to redeem $44.9 million in aggregate principal of the Company’s Second Priority Senior
Secured Floating Rate Notes due 2012 (the “Notes”) along with a premium on the Notes of approximately $0.4 million, which reduced the outstanding balance
of the Notes from $165.0 million to approximately $120.1 million. In connection with the redemption of the Notes, approximately $0.7 million of deferred
financing fees and $0.6 million of unrecognized losses related to a terminated interest rate swap along with the aforementioned premium were expensed in the
fourth fiscal quarter of 2009.

On November 2, 2009, in connection with the IPO, the Company’s management agreement with IPC Manager II, LLC (the Company’s former
controlling shareholder) was terminated. A termination fee of approximately $0.8 million was paid and expensed in the fourth fiscal quarter of 2009. There
were no obligations remaining under the management agreement as of November 2, 2009.
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3. Summary of Significant Accounting Policies

Use of Estimates —The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, and disclosures of contingent assets and
liabilities at the date of the financial statements, and revenue and expenses during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents —All highly liquid investments with original maturities of three months or less are considered to be cash equivalents.
Inventories —Inventories, which are comprised solely of finished goods, are stated at the lower of cost or market value. Cost is determined using the
moving weighted average method. Finished goods inventory includes the cost of labor and overhead required to package products. In addition, the cost of
inventory is reduced by purchase discounts and allowances received from certain of our vendors. The Company estimates losses for excess and/or expiring
inventory and the net realizable value of inventory based on when a product is close to expiration and not expected to be sold, when a product has reached its
expiration date, or when a product is not expected to be saleable. In determining the reserves for these products consideration is given to such factors as the
amount of inventory on hand, the remaining shelf life, current and expected market conditions, historical trends and the likelihood of recovering the inventory
costs based on anticipated demand. The following table details the activity and balances for the Company’s reserve for expiring inventory for the years ended
December 25, 2010, December 26, 2009, and December 27, 2008 (in thousands):

of Year

Amounts
Charged to
Cost of
Goods Sold

$1,366.7
1,389.1
1,252.8

$ 2,045.0
1,985.6
1,929.3

Balance
Beginning

Obsolescence Reserves:
Year Ended December 25, 2010
Year Ended December 26, 2009
Year Ended December 27, 2008

Write-Offs
Against
Reserves

$(1,611.0)
(2,008.0)
(1,793.0)

Balance
at End

of Year

$ 1,800.7
1,366.7
1,389.1
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Property and Equipment —Property and equipment is stated at cost less accumulated depreciation and amortization. Depreciation and amortization are
provided for on a straight-line basis over the estimated useful lives of the related assets. Furniture, fixtures and equipment are depreciated over seven years.
Leasehold improvements are amortized over the shorter of their useful lives or related lease terms. The direct internal and external costs associated with the
development of the features and functionality of the Company’s website, transaction processing systems, telecommunications infrastructure and network
operations, are capitalized and are amortized on a straight line basis over the estimated useful lives of five years. Capitalization of costs begin when the
preliminary project stage is completed and management authorizes and commits to funding the computer software project and that it is probable that the project
will be completed and the software will be used to perform the function intended. Depreciation of the assets commence when they are put into use. Expenditures
for repairs and maintenance are expensed as incurred and expenditures for major renovations and improvements are capitalized. Upon retirement or disposition
of property and equipment, the applicable cost and accumulated depreciation are removed from the accounts and any resulting gains or losses are included in
the results of operations.

Impairment of Long-Lived Assets —The Company reviews its long-lived assets for impairment whenever events or changes in circumstances indicate
that the carrying amount of an asset may not be recoverable. Recoverability of assets held and used is measured by a comparison of the carrying amount of an
asset to undiscounted pre-tax future net cash flows expected to be generated by that asset. If the undiscounted future cash flows are not adequate to recover the
carrying value of the asset, an impairment loss is recognized for the amount by which the carrying amount of the assets exceeds the fair value of the assets.
During Fiscal 2010, the Company recognized an impairment charge of approximately $1.3 million (which was charged to selling, general and administrative
expenses) on fixed assets related to three underperforming retail locations currently still in use. There were no charges related to the impairment of fixed assets
for the remaining periods presented.

Goodwill and Other Intangibles —Goodwill is not amortized but is reviewed for impairment at least annually, in the fourth quarter of each year, or
whenever impairment indicators exist. Judgments regarding the existence of impairment indicators are based on market conditions and operational performance
of the business. Goodwill is tested for impairment at the reporting unit level (the Company’s operating segments). Impairment tests involve calculating the fair
value of both reporting units using the discounted cash flow analysis method along with the market multiples method which is used for additional validation
of the fair value calculated. This valuation method requires certain assumptions and estimates be made by the Company regarding certain industry trends and
future profitability. It is the Company’s policy to conduct goodwill impairment testing from information based on the most current business projections, which
include projected future revenues and cash flows. The cash flows utilized in the discounted cash flow analysis are based on five-year financial forecasts
developed internally by management. Cash flows for each reporting unit are discounted using an internally derived weighted average cost of capital which
reflects the costs of borrowing for the funding of each unit as well as the risk associated with the units themselves. The Company also conducts the test using
a 10% decrease in its revenue projections as an additional sensitivity test to ensure the business unit’s fair value is greater than its carrying value should events
in the future be less favorable than anticipated. If the carrying amount of a reporting unit exceeds its fair value, the Company would compare the implied fair
value of the reporting unit goodwill with its carrying value. To compute the implied fair value, the Company would assign the fair value of the reporting unit to
all of the assets and liabilities of that unit (including any unrecognized intangible assets) as if the reporting unit had been acquired in a business combination.
The excess of the fair value of a reporting unit over the amounts assigned to its assets and liabilities is the implied fair value of goodwill. To the extent that the
implied fair value associated with the goodwill and indefinite-lived intangible assets is less than the recorded value, this would result in a write down of the
carrying value of the asset. Impairment tests between annual tests may be undertaken if an event occurs or circumstances change that would reduce the fair
value of a reporting unit below its carrying value. The valuation of the goodwill and indefinite-lived intangible assets is affected by, among other things, the
Company’s projections for the future and estimated results of future operations. Changes in the business plan or operating results that are different than the
estimates used to develop the valuation of the assets may impact these valuations. Intangible assets with indefinite lives are not amortized but are reviewed for
impairment annually or more frequently if circumstances indicate a possible impairment may have occurred. For those intangible assets which have definite
lives, the Company amortizes their cost on a straight-line basis over their estimated useful lives, the periods of which vary based on their particular
contractual terms.
Insurance Liabilities —Based on the Company’s assessment of risk and cost efficiency, the Company purchases insurance policies to provide for
workers’ compensation, general liability, and property losses, as well as director’s and officer’s liability. The Company self insures its employee medical
benefits, up to a certain limit on individual claims. At December 25, 2010 and December 26, 2009, the accruals for claims incurred but not reported
amounted to $1.3 million and $1.2 million, respectively.

Rent Expenses, Deferred Rent and Landlord Construction Allowances —Rent expense and rent incentives, including landlord construction
allowances, are recognized on a straight-line basis over the lease term. The Company records rent expense for stores and the distribution center as a component
of cost of goods sold. The Company accounts for landlord construction allowances as lease incentives and records them as a component of deferred rent,
which is recognized in cost of goods sold over the lease term.
Deferred Financing Fees —The Company capitalizes costs directly associated with acquiring third party financing. Deferred financing fees are
included in other assets and are amortized as interest expense over the term of the related indebtedness.
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Revenue Recognition —The Company recognizes revenue, net of sales returns and deferred sales, when merchandise is sold “over-the-counter” in retail
stores or upon delivery to a direct customer. In addition, shipping fees billed to customers are classified as sales. Amount recognized as shipping revenue
during the years ended December 25, 2010, December 26, 2009, and December 27, 2008, were $4.4 million, $3.8 million, and $4.3 million, respectively. To
arrive at net sales, gross sales are reduced by actual customer returns and a provision for estimated future customer returns, which is based on management’s
review of historical and current customer returns. The following table details the activity and balances of the sales return reserves for the years ended
December 25, 2010, December 26, 2009 and December 27, 2008 (in thousands):

Sales return reserves:
Year Ended December 25, 2010
Year Ended December 26, 2009
Year Ended December 27, 2008

Balance
at End

Sales

Write-Offs/
Recoveries
Against
Reserves

$13,299.0
12,602.2
10,739.0

$ (13,289.0 )
(12,580.0 )
(10,756.1)

$ 135.0
125.0
102.8

Balance
Beginning

Amounts
Charged to

of Year

$ 125.0
102.8
119.9

of Year

Cost of Goods Sold —The Company includes the cost of inventory sold, costs of warehousing and distribution and store occupancy costs in cost of
goods sold. Warehousing and distribution costs include freight on internally transferred merchandise as well as for shipments to direct customers, rent for the
distribution center and costs associated with our buying department and distribution facility, including payroll, which are capitalized into inventory and then
expensed as merchandise is sold. Store occupancy costs include rent, common area maintenance, real estate taxes, repairs and maintenance, insurance and
utilities.
Frequent Buyer Program —The Company has a frequent buyer program (“Healthy Awards Program”), whereby customers earn points toward free
merchandise based on the volume of purchases. Points are earned each calendar year and must be redeemed within the first three months of the following year
or they expire. Sales are deferred at the time points are earned based on the value of points that are projected to be redeemed, which are based on historical
redemption data. The Company records a liability for points earned within the current period. This is reported as a reduction of sales with a liability recorded
as “deferred sales” on the consolidated balance sheet.
Store Pre-opening Costs —Costs associated with the opening of new retail stores and start up activities are expensed as incurred.
Advertising Costs —Costs associated with the production and distribution of the Company’s monthly and quarterly catalogs are expensed as incurred.
The costs of advertising for online marketing arrangements, magazines, television and radio are expensed the first time the advertising takes place. Advertising
expense was $13.0 million, $12.8 million and $13.2 million for Fiscal 2010, Fiscal 2009 and Fiscal 2008, respectively.

Online Marketing Arrangements —The Company has entered into online marketing arrangements with various online companies. These agreements
are established for periods of 24 months, 12 months or, in some cases, a lesser period and generally provide for compensation based on revenue sharing upon
the attainment of stipulated revenue amounts, a percentage of the media expenditure managed by the online partner, or based on the number of visitors that the
online company refers to the Company. The Company had no fixed payment commitments during Fiscal 2010, Fiscal 2009 and Fiscal 2008.
Research and Development Costs —Research and development costs are expensed as incurred and recorded in selling, general and administrative
expenses in the consolidated statements of operations. The Company incurred $2.1 million, $1.5 million, and $1.4 million of research and development
expense for the fiscal years ended December 25, 2010, December 26, 2009, and December 27, 2008, respectively.
Income Taxes—Deferred income tax assets and liabilities are recorded in accordance with the liability method. Deferred income taxes have been
provided for temporary differences between the tax bases and financial reporting bases of the Company’s assets and liabilities using the tax rates and laws in
effect for the periods in which the differences are expected to reverse.
The Company accounts for tax positions based on the provisions of the accounting literature related to accounting for uncertainty in income tax
positions. Such literature provides guidance for the recognition threshold and measurement attribute for financial statement recognition and measurement of a
tax position taken or expected to be taken in a tax return. This requires that companies recognize the largest amount that would more likely than not be
unsustainable upon audit by the relevant taxing authority for the impact of an uncertain income tax position on our income tax return. An uncertain income tax
position will be recognized if it has less than a 50% likelihood of being sustained. The tax positions are analyzed periodically (at least quarterly) and
adjustments are made as events occur that warrant adjustments for those positions. The Company records interest expense and penalties payable to relevant tax
authorities as income tax expense.

Comprehensive Income —Comprehensive income represents net income plus the results of certain non-stockholders’ equity changes not reflected in the
statement of operations. The amounts recorded in accumulated other comprehensive loss at December 26, 2009,

53

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Table of Contents

represent the unamortized residual value of the interest rate swap discussed in detail below, which represents the fair value of the swap at its termination during
September 2009, net of amortization.

Financial Instruments Policy —The Company has used interest rate swaps as cash flow hedges to manage exposure to fluctuating interest rates on the
Company’s debt. In accordance with hedge accounting derivative instruments are reported in the consolidated financial statements at fair value. Changes in the
fair value of derivatives are to be recorded each period in earnings in other comprehensive income (loss), depending on whether the derivative is designated as a
hedge and if so whether it is effective as a hedge. Gains or losses on derivative instruments reported in other comprehensive income (loss) must be reclassified
as earnings in the period in which earnings are affected by the underlying hedged item, and the ineffective portion of all hedges must be recognized in earnings
in the current period.
On the date a derivative contract is entered into, a qualifying derivative is required to be designated as (1) a hedge of a recognized asset or liability or an
unrecognized firm commitment (a fair value hedge), or (2) a hedge of a forecasted transaction or the variability of cash flows to be received or paid related to
the asset or liability (cash flow hedge). At the inception of the hedging relationship, the Company documents its hedge relationships, including identification of
the hedging instruments and the hedged items, as well as its risk management objectives and strategies for undertaking the hedge transaction. Derivatives are
recorded in the consolidated balance sheet at fair value in other long-term assets or other long-term liabilities. Both at inception of the hedge and quarterly
thereafter, the Company has performed an assessment to determine whether the derivatives that were used in hedging transactions were highly effective in
offsetting changes in the cash flows of the hedged item.

Prior to the fiscal year ended December 25, 2010, the effective portion of the changes in fair value of the Company’s now terminated interest rate swap,
which was designated as a cash flow hedge, was recorded in accumulated other comprehensive income (loss), net of tax. The ineffective portion of the change
in fair value was recorded as a component of interest expense. Changes in fair value were estimated by management quarterly, based on dealer quotes.
The aforementioned terminated interest rate swap was entered into during December 2005 to hedge a portion of the Company’s Notes. The interest rate
swap had a maturity date of November 2010, and was terminated on September 25, 2009, at a cost of $2.6 million (its then fair market value). The
unamortized residual unrecognized loss of the interest rate swap resulting from the termination was recorded in accumulated other comprehensive loss in the
amount of $0.9 million along with related deferred taxes of $0.6 million at December 26, 2009. The amounts in both accumulated other comprehensive loss
and deferred tax assets relating to the unrecognized loss were fully amortized during Fiscal 2010 and were charged as a component of interest expense. The
Company had no contracts related to derivative instruments during Fiscal 2010 and at December 25, 2010.

Concentrations of Credit Risk —The Company’s customers are consumers who purchase products at the Company’s retail stores, and through the
Company’s websites and mail-order services. Financial instruments, which potentially subject the Company to concentrations of credit risk, consist
principally of accounts receivable from credit card processors. As of December 25, 2010, there were no significant concentrations of accounts receivable, or
related credit risks. Accounts receivable from credit card processors, included in prepaid expenses and other current assets on the consolidated balance sheets,
totaled $3.6 million at December 25, 2010 and $4.5 million at December 26, 2009.
Optimum Nutrition is the only supplier from whom the Company purchased at least 5% of its merchandise during Fiscal 2010, and Nature’s Value,
Inc. was the only supplier from whom the Company purchased at least 5% of its merchandise during Fiscal 2009 and 2008. The Company purchased
approximately 6% of its total merchandise from Optimum Nutrition during Fiscal 2010, and 6% and 7% of its total merchandise from Nature’s Value, Inc.
during Fiscal 2009 and 2008, respectively.

Stock-Based Compensation —Stock-based compensation cost is measured at the grant date based on the fair value of awards and is recognized as
expense over the vesting period, net of anticipated forfeitures. With the exception of restricted shares, determining the fair value of stock-based awards at the
grant date requires considerable judgment, including estimating expected volatility, expected term and risk-free rate. The expected volatility is derived from the
average volatility of similar actively traded companies over our expected holding periods. Generally, the expected holding period of non performance based
options is calculated using the simplified method using the vesting term of 4 years and the contractual term of 10 years, resulting in a holding period of 6.25
years. Certain limited grants have contractual terms of 7.5 years, and as such have a calculated holding period of 4.81 years. The Company’s performance
based grants vest annually over four years depending on a particular year’s attainment of certain internal financial performance metrics. For accounting
purposes, performance based grants are measured, and expense is calculated and recorded, subsequent to the determination that the achievement of the preestablished performance targets are probable, over the relevant service period. The target metrics underlying the vesting of performance based options are
established each year. The vesting requirements for performance-based options permit a catch-up of vesting should the target not be achieved in a fiscal year
but achieved in a subsequent calendar year, over the four year vesting period. Accordingly, the holding period for performance based options is calculated
using the vesting term of 1 year and the remainder of the contractual term of 10 years, depending on which year of the four year grant is currently vesting; e.g.
25% of the grant vesting in year two of the grant would have a holding period calculated using 1 year and the
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remaining 9 years of the contractual term. The resulting holding period for the performance options expensed during Fiscal 2010, was 5.5 years. The
simplified method was chosen as a means to determine the Company’s holding periods as prior to November 2009 there was no historical option exercise
experience due to the Company being privately held. As of December 25, 2010 there is insufficient information for purposes of determining a Company
specific holding period due to the Company being a relatively new publicly owned company. The risk-free interest rate is derived from the average yields of
zero-coupon U.S. Treasury Strips for the expected holding period of each of the Company’s stock option grants. Compensation expense resulting from the
granting of restricted shares is based on the grant date fair value of those common shares and is recognized generally over a four year vesting period.
Expense related to shares purchased under the Company’s Employee Stock Purchase Plan (“ESPP”) is accounted for based on fair value recognition
requirements similar to stock options. ESPP participation occurs quarterly (the “Participation Period”) and the expense of which is subject to employee
participation in the plan. Under the ESPP, participating employees are allowed to purchase shares at 85% of the lower of the market price of the Company’s
common stock at either the first or last trading day of the Participation Period. Compensation expense related to the ESPP is based on the estimated fair value of
the discount and purchase price offered on the estimated shares to be purchased under the ESPP. Expense is calculated quarterly, based on the employee
contributions made over three-month Participation Period, using volatility and risk free rates applicable to that three month period.
Compensation expense attributable to stock-based compensation for Fiscal 2010 was approximately $4.1 million, for Fiscal 2009 was approximately
$3.0 million and for Fiscal 2008 was approximately $2.4 million. The weighted average grant date fair value for grants was $11.91, $7.70 and $7.92 for
Fiscal 2010, Fiscal 2009 and Fiscal 2008, respectively. As of December 25, 2010, the remaining unrecognized stock-based compensation expense for nonvested stock options and restricted shares to be expensed in future periods is $7.7 million, and the related weighted-average period over which it is expected to
be recognized is 2.7 years. There were 1,362,218 vested options and 890,835 non-vested outstanding options at December 25, 2010, and 126,446 unvested
restricted shares at December 25, 2010. Forfeitures are required to be estimated at the time of grant and revised, if necessary, in subsequent periods if actual
forfeitures differ from those estimates. The Company estimates forfeitures based on its historical forfeiture rate since the plan inception in Fiscal 2002. The
estimated value of future forfeitures for equity grants as of December 25, 2010 is approximately $0.4 million.

The Company previously accounted for stock options under Accounting Principles Bulletin (“APB”) No. 25, “Accounting for Stock Issued to
Employees” (“APB No. 25”), using the intrinsic value method. The FASB permits companies to adopt its requirements using various methods. The
Company adopted the prospective method for all stock option grants issued prior to December 31, 2005. Subsequent to December 31, 2005, under the
prospective method, those nonpublic companies that used the minimum value method of measuring equity share options and similar instruments for either
recognition or pro forma disclosure purposes applied the new fair value measurement requirements prospectively to new awards and to awards modified,
repurchased, or cancelled after the required effective date. The Company continues to account for any portion of awards outstanding at the date of initial
application using the accounting principles originally applied to those awards as allowed by the prospective method. As such, no stock-based compensation
costs were reflected in net income for those stock option grants issued prior to the adoption of the provisions of fair value accounting for equity shares, as the
Company was not required to do so under the previous guidance nor under the new guidance.
The following table represents assumptions used to estimate the fair value of options:
December 25,

2010

Expected dividend yield
Volatility factor
Weighted average risk-free interest rate
Expected life of option

0.0%
48.4%

2.9%
6.19 years

Fiscal Year Ended
December 26,
2009

December 27,
2008

0.0%

0.0%

49.1%
2.8%
5.37 years

47.9%
3.2%
6.25 years

Net Income Per Share —The Company’s basic net income per share excludes the dilutive effect of stock options, warrants and unvested restricted
shares. It is based upon the weighted average number of common shares outstanding during the period divided into net income (loss) after deducting
accumulated dividends on the Company’s Series A Preferred Stock, up until such time the preferred shares were either liquidated or converted to common
shares.
Diluted net income per share reflects the potential dilution that would occur if securities or other contracts to issue common stock were exercised or
converted into common stock. Stock options, warrants and unvested restricted shares are included as potential dilutive securities for the periods applicable.
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For the purposes of basic and diluted net income per share, as a result of the merger on October 27, 2009, weighted average shares outstanding for
purposes of presenting net income per share on a comparative basis were retroactively restated for all periods presented based on a approximately a 1.8611-forone split at the time of the merger.
The computation of basic net income per share is based on the weighted average number of common shares outstanding during the period. The
computation of diluted net income per share assumes the foregoing and the exercise of stock options and warrants, as well as vesting of restricted shares, using
the treasury stock method to the extent dilutive.
The components of the calculation of basic net income per common share and diluted net income per common share are as follows (in thousands except
share and per share data):
Year Ended
December 26,
2009

December 25,

2010

Numerator:
Net income (loss) available to common stockholders
Denominator:
Basic weighted average common shares outstanding
Diluted weighted average common shares outstanding
Basic net income (loss) per common share

$

29,246

27,390,419
28,338,788
$
1.07
$
1.03

Diluted net income (loss) per common share

$

4,974

December 27,
2008

$

16,238,338
17,748,371
$
$

0.31

0.28

(1,112)
14,175,906
14,175,906

$
$

(0.08)
(0.08)

Stock options for the fiscal years ended December 25, 2010 and December 26, 2009 for 275,134 and 522,363 shares, respectively, have been excluded
from the above calculation as they were anti-dilutive. Stock options and warrants for the fiscal year ended December 27, 2008 have been excluded from the
above calculation as they were anti-dilutive.

Recent Accounting Pronouncements —The Company has considered all new accounting pronouncements and has concluded that there are no new
pronouncements that have a material impact on results of operations, financial condition, or cash flows, based on current information.
4. Goodwill and Intangible Assets
The Company acquired $88.0 million of intangible assets and recorded $177.2 million of goodwill in connection with an acquisition completed in
Fiscal 2002. Other intangible asset relate to asset purchases which occurred in Fiscal 2008.
The following table discloses the carrying value of all intangible assets (in thousands):
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December 25, 2010

Gross
Carrying
Amount

December 26, 2009

Accumulated
Amortization

Gross
Carrying
Amount

Net

Accumulated
Amortization

Net

Intangible assets:
Intangibles related to asset purchases
Tradenames
Goodwill

$

3,000

68,845
177,248
$249,093

$

$

2,127
—
—
2,127

$

873

68,845
177,248
$246,966

$

3,000

$

68,754
177,248
$ 249,002

$

1,398
—
—
1,398

$

1,602
68,754
177,248
$ 247,604

Intangible amortization expense for Fiscal 2010, Fiscal 2009 and Fiscal 2008 was $0.7 million, $0.8 million and $0.6 million, respectively.
Tradenames are not amortized, as they are determined to be intangible assets with indefinite lives. The annual impairment tests for Goodwill and Tradenames
were performed during the fourth quarter of Fiscal 2010 and neither asset was found to be impaired. In addition, there has been no impairment charges related
to Goodwill or Tradenames in previous periods.
The useful lives of the Company’s definite-lived intangible assets is between 1 to 7 years. The expected future amortization expense on definite-lived
intangible assets on the Company’s consolidated balance sheet at December 25, 2010, is as follows (in thousands):

$ 542
125
125
81
$ 873

Fiscal 2011
Fiscal 2012
Fiscal 2013
Fiscal 2014

5. Property and Equipment
Property and equipment consists of the following (in thousands):
As of
December 25,

2010

Furniture, fixtures and equipment
Leasehold improvements
Website development costs

$108,155
103,875
11,014

Less: accumulated depreciation and amortization
Subtotal
Construction in progress

223,044
(143,794)
79,250
1,699
$ 80,949

December 26,
2009

$ 99,215
95,897
11,014
206,126
(123,123)
83,003

957
$ 83,960

Depreciation and amortization expense on property and equipment for the fiscal years ended December 25, 2010, December 26, 2009, and
December 27, 2008 was approximately $20.4 million, $20.3 million and $16.9 million, respectively. Depreciation and amortization expense is included in
selling, general and administrative expense in the Company’s consolidated statements of operations. Assets held under capital leases, which are classified
under furniture, fixtures and equipment, were $3.4 million, net of accumulated amortization of $4.1 million, at December 25, 2010, and $4.2 million, net of
accumulated amortization of $2.9 million, at December 26, 2009.
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6. Credit Arrangements
Debt consists of the following (in thousands):
As of
December 25,

Revolving Credit Facility

Second Priority Senior Secured Floating Rate Notes (the “Notes”)

2010

December 26
2009

$ 18,000
$ 55,106

$
—
$120,106

2005 Second Priority Senior Secured Floating Rate Notes

During Fiscal 2009 through Fiscal 2010, the Company repurchased approximately $109.9 million of its Notes. Interest on the Notes is set at a per
annum rate equal to a three month LIBOR plus 7.5%, which is reset quarterly on February 15, May 15, August 15 and November 15 of each year. The
combined weighted average interest rate before the impact of our hedging activities for Fiscal 2010 was 7.81%, and for Fiscal 2009 was 8.45% . The Notes
will mature on November 15, 2012. Interest on overdue principal and interest and liquidated damages, if any, will accrue at a rate that is 1% higher than the
applicable interest rate on the Notes. If Industries cannot make payments on the Notes when they are due, VSI and Industries’ only subsidiary, Direct
(collectively, the “Guarantors”), have guaranteed the Notes and must make payments instead. The Notes and the guarantees are secured by a second priority
security interest in substantially all of Industries’ and the Guarantors’ assets that secure Industries’ new first priority senior secured credit facility. The Notes
and the guarantees are Industries’, and the Guarantors’ second priority senior secured obligations, and rank equally in right of payment with all of Industries’
and the Guarantors’ existing and future senior indebtedness and senior to all of Industries’ and the Guarantors’ existing and future subordinated indebtedness.
The Notes and the guarantees are effectively subordinated to all of Industries’ and the Guarantors’ first priority senior secured indebtedness, including
Industries’ new first priority senior secured credit facility, to the extent of the collateral securing such indebtedness. If Industries sells certain assets, issues
equity or experiences specific kinds of changes in control, Industries must offer to repurchase the Notes. Since November 15, 2007, Industries has had the
option to redeem some or all of the Notes. Industries used the proceeds from the sale of the Notes to repay all of its and VSI’s existing indebtedness and to pay
related fees and expenses.
Revolving Credit Facility

On November 15, 2005, the Company entered into a $50.0 million senior secured revolving credit facility, which was terminated on September 25,

2009.

2009 Revolving Credit Facility
On September 25, 2009, the Company entered into a new revolving credit facility (the “2009 Revolving Credit Facility”), and simultaneously
terminated its existing credit facility. The terms of the 2009 Revolving Credit Facility extend through September, 2013, and allow the Company to borrow up to
$70.0 million (as amended) subject to the terms of the facility. Similar to the Company’s previous credit facility, the availability under the 2009 Revolving
Credit Facility is subject to a borrowing base calculated on the value of certain accounts receivable from credit card companies as well as the inventory of
Vitamin Shoppe Industries Inc. and VS Direct Inc. The obligations thereunder are secured by a security interest in substantially all of the assets of Vitamin
Shoppe, Inc., Vitamin Shoppe Industries Inc. and VS Direct Inc. VS Direct Inc. and Vitamin Shoppe, Inc. provided guarantees in respect of the Company’s
obligations under the 2009 Revolving Credit Facility, and Vitamin Shoppe Industries Inc. and Vitamin Shoppe, Inc. have provided guarantees in respect of VS
Direct Inc.’s obligations under the 2009 Revolving Credit Facility. The 2009 Revolving Credit Facility provides for affirmative and negative covenants
affecting Vitamin Shoppe Industries Inc., Vitamin Shoppe, Inc. and VS Direct Inc. The 2009 Revolving Credit Facility restricts, among other things, the
Company’s ability to incur indebtedness, create or permit liens on the Company’s assets, declare or pay dividends and make certain other restricted
payments, consolidate, merge or recapitalize, acquire or sell assets, make certain investments, loans or other advances, enter into transactions with affiliates,
change the line of business, and restricts the types of hedging activities can be entered into. The 2009 Revolving Credit Facility has a maturity date of
September 2013. The largest amount borrowed at any given point during Fiscal 2010 was $38.0 million. The unused available line of credit under the 2009
Revolving Credit Facility at December 25, 2010 was $41.7 million. As of February 22, 2011, the available balance was decreased by $12.0 million due to the
funding of the redemption of a portion of the Notes.
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The borrowings under our 2009 Revolving Credit Facility accrue interest, at the Company’s option, at the rate per annum announced from time to time
by the agent as its “prime rate,” or at a per annum rate equal to 2.50% above the adjusted Eurodollar rate. The weighted average interest rate for the 2009
Revolving Credit Facility for Fiscal 2010 was 2.89%.

The borrowings under the terminated revolving credit facility accrued interest through September 25, 2009, at a per annum rate equal to between 1.25%
and 1.75% (depending on excess availability) above the adjusted Eurodollar rate. The combined weighted average interest rate for both the 2009 and terminated
revolving credit lines for 2009 was 2.51%.

Scheduled maturities of borrowings as of December 25, 2010, are as follows (in thousands):
Year

The Notes

$

—
55,106
—
$55,106

2011
2012
2013

Revolving
Credit Facility

$

$

—
—
18,000
18,000

See Note 15, Subsequent Events, for information regarding an amendment to the above Revolving Credit Facility as well as the redemption of the Notes
subsequent to December 25, 2010.
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Net interest expense for Fiscal 2010, 2009 and 2008 consists of the following (in thousands):
Fiscal Year Ended
December 26,
2009

December 25,

2010

$ 7,717

Interest on the Notes
Amortization of deferred financing fees
Interest on revolving credit facilities and other
Interest income

$ 16,681
1,227
771

740

1,110
(50)
$ 9,517

December 27,
2008

$ 19,404
1,168
681
(116)
$ 21,137

(43)

$ 18,636

Capital Leases
The Company leases certain computer equipment under capital leases, which expire in Fiscal 2011 and Fiscal 2012. The following is a schedule of the
future minimum lease payments under capital leases as of December 25, 2010 (in thousands):

$ 1,846
985
2,831

Fiscal 2011
Fiscal 2012
Total
Less amount representing interest
Present value of minimum lease payments
Less current portion of capital lease obligation

143

2,688
1,711
$ 977

7. Income Taxes
The provision for income taxes for Fiscal 2010, Fiscal 2009 and Fiscal 2008 consists of the following (in thousands):

2010

Year Ended
December 26,
2009

December 27,
2008

Total current

$ 14,674
3,710
18,384

$ 10,469
2,540
13,009

$ 3,297
2,349
5,646

Deferred:
Federal
State
Total deferred
Provision for income taxes

1,345
(179)
1,166
$ 19,550

(4,051)
(944)
(4,995)
$ 8,014

December 25,

Current:
Federal
State

1,003
(308)

$

695
6,341
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A reconciliation of the statutory Federal income tax rate and effective rate of the provision for income taxes is as follows:
December 25,

2010

35.0%
4.6%
0.2%
0.3%
40.1%

Federal statutory rate
State income taxes, net of Federal income tax benefit
Adjustments for uncertain tax positions
Other
Effective tax rate

Year Ended
December 26,
2009

December 27,
2008

35.0%
4.1%
(1.6)%
1.3%
38.8%

35.0%
2.6%
3.1%
2.9%
43.6%

Deferred income taxes reflect the net tax effects of temporary differences between the carrying value of assets and liabilities for financial reporting
purposes and amounts used for income tax purposes. The temporary differences and carryforwards that give rise to deferred tax assets and liabilities at
December 25, 2010 and December 26, 2009 are as follows (in thousands):
As of
December 25,

2010

Deferred tax assets:
Net operating loss carryforward
Deferred rent
Tenant allowance
Deferred sales
Organizational costs
Inventory
Other comprehensive income
Equity compensation expense
Other

$

883

December 26,
2009

$

9,521
1,091
3,352
31
3,071
—
2,758
2,632
23,339

31

2,511
555
3,279
1,877
21,962
(883)
21,079

(883)

Valuation allowance
Deferred tax assets
Deferred tax liabilities:
Trade name
Accumulated depreciation
Prepaid expenses
Deferred tax liabilities
Net deferred tax liability

22,456

Amounts recognized in the consolidated balance sheets consist of:
Deferred tax assets—current
Deferred tax liabilities—long term
Net deferred tax liability

883

8,715
996
3,115

(27,678)
(10,178)
(1,162)
(39,018)
$(16,562)

(27,696)
(6,981)
(1,202)
(35,879)
$ (14,800)

$

$

4,033

(20,595)
$(16,562)

5,145
(19,945)
$ (14,800)

Management periodically assesses whether the Company is more likely than not to realize some or all of its deferred tax assets. As of December 25,
2010, with the exception of $883,000 of deferred tax assets arising from a state net operating loss carryforward for which there is a valuation allowance against
(see above table), management determined that the Company is more likely than not to realize the deferred tax assets detailed above.
As of December 25, 2010, with the exception of the above net operating loss related to the valuation allowance, the Company has no net operating loss
carryforwards for which there are expectations for utilization in future periods. Realization of deferred tax assets associated with the state net operating loss
carryforwards is dependent upon generating sufficient taxable income prior to their expiration by tax jurisdiction. The Company believes that it is more likely
than not that their remaining state net operating loss (held at
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the holding company level) may expire unused and, accordingly, has established the aforementioned valuation allowance against it. There was no change in the
valuation allowance during Fiscal 2010.

The Company and its subsidiaries file income tax returns in the U.S. federal jurisdiction, and various state jurisdictions. As of December 25, 2010, the
Company has accrued a liability of approximately $4.3 million related to uncertain tax positions, which is included in other long-term liabilities in the
consolidated balance sheet. The Company expects a net decrease of approximately $1.0 million related to its accrual for uncertain tax positions to occur in the
next twelve months.
The total amount of unrecognized tax benefits that, if recognized, would impact the effective tax rate was approximately $3.7 million at December 27,
2008, $3.1 million at December 26, 2009, and the amount at December 25, 2010 was $3.2 million. A reconciliation of the beginning and ending amount of
unrecognized tax benefits is as follows (in thousands):

$3,496

Balance at December 29, 2007
Additions based on tax positions related to the current year
Additions for tax positions of prior years
Balance at December 27, 2008
Additions based on tax positions related to the current year
Decreases for tax positions of prior years
Additions for tax positions of prior years
Balance at December 26, 2009
Additions based on tax positions related to the current year
Decreases for tax positions of prior years
Additions for tax positions of prior years
Balance at December 25, 2010

380

231
4,107

92
(190)
226
4,235
113
(158)
72
$4,262

The Company recognizes interest related to uncertain tax positions in income tax expense. At December 25, 2010, the Company has recorded
approximately $0.1 million of accrued interest. Interest recognized through the consolidated statements of operations for Fiscal 2009 and Fiscal 2008 was
approximately $0.2 million and $0.1 million, respectively. The Company is no longer subject to U.S. federal examinations by tax authorities for years before
2005 and for state examinations before 2005. However, the tax authorities still have the ability to review the relevance of net operating loss carryforwards
created in closed years if such tax attributes are utilized in open years (subsequent to 2005).

8. Stock Based Compensation
During fiscal 2002, the Company adopted a stock option plan (the “2002 Plan”) for certain directors, officers, consultants and employees of the
Company. The 2002 Plan authorized the issuance of up to 2,046,041 shares of common stock. In June 2006, the 2002 Plan was amended and assigned to VS
Parent, Inc. (the Company’s former parent) where it was adopted as the VS Parent, Inc. 2006 Stock Option Plan (the “2006 Plan”), converting all grants on a
one-to-one basis for the right to receive a common share of VS parent upon exercise. In connection with the Merger, the 2006 Plan was assigned to Vitamin
Shoppe, Inc. where it was converted at approximately a 1.8611-for-one share split resulting in up to 3,807,862 common shares authorized for issuance. In
addition to the 2006 Plan, prior to the Merger, VS Parent, Inc. adopted the Vitamin Shoppe 2009 Equity Incentive Plan (the “2009 Plan”) on September 2,
2009, which authorized the issuance of up to 1,395,816 (after taking into consideration the approximately 1.8611-for-one share split) common shares for
issuance of both stock options (as well as performance based stock options, of which 59,375 were granted during Fiscal 2010) and restricted stock shares for
certain employees of the Company. At December 25, 2010, there were 916,305 shares available for issuance under both plans.
Stock Options —Stock options are generally exercisable at no less than the fair market value on the date of grant. Generally, options awarded shall
become vested in four equal increments (with the exception of performance based grants which require both time and the attainment of a performance target) on
each of the first, second, third and fourth anniversaries of the date on which such options were awarded. The stock options generally have a maximum term of
10 years. The following table summarizes the activity for both the 2006 Plan and 2009 Plan for Fiscal 2010, and information about options outstanding at
December 25, 2010:
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Number of
Options

3,868,980
212,612
(1,792,523)
(36,016)
2,253,053

Outstanding at December 26, 2009
Granted
Exercised
Canceled/forfeited
Outstanding at December 25, 2010
Vested or expected to vest at December 25, 2010
Vested and exercisable at December 25, 2010

2,140,400

1,362,218

Weighted
Average
Exercise Price

$
$
$
$
$
$
$

Weighted
Average
Remaining

Contractual

Aggregate
Intrinsic
Value

Life (years)

(in thousands)

11.93
23.78
9.41
17.68
14.96
14.96
13.11

6.08
6.08
5.32

$ 42,307
$ 28,097

The total intrinsic value of options exercised during Fiscal 2010 and Fiscal 2009 was $28.9 million and $1.0 million, respectively. The cash received
from options exercised during Fiscal 2010 and Fiscal 2009 was $16.9 million and $0.7 million, respectively. There were no exercises during Fiscal 2008.

Restricted Shares —Restricted shares are issued at a value no less than the fair market value of the common shares on the date of the grant, and vest
over a four year period after date on which such shares were issued. The following table summarizes restricted shares for the 2009 Plan as of December 25,
2010 and changes during the fiscal year then ended:
Number of
Unvested
Restricted
Shares

84,897
67,813

Unvested at December 26, 2009
Granted
Vested
Canceled/forfeited
Unvested at December 25, 2010

(24,094)
(2,170)

126,446

Weighted
Average
Grant Date

Fair Value

$ 15.11
$ 23.24
$ 15.59
$ 23.00
$ 19.24

Employee Stock Purchase Plan —The Vitamin Shoppe 2010 Employee Stock Purchase Plan (the “ESPP”) was approved by the Company’s
shareholders during June 2010. Pursuant to the plan, shares of common stock were issued beginning on June 30, 2010, and will continue to be issued
quarterly (the “Participation Period”) thereafter subject to employee participation in the plan. Under the ESPP, participating employees are allowed to purchase
shares at 85% of the lower of the market price of the Company’s common stock at either the first or last trading day of the Participation Period. Compensation
expense related to the ESPP is based on the estimated fair value of the discount and purchase price offered on the estimated shares to be purchased under the
ESPP. There were 17,138 shares purchased under the ESPP during Fiscal 2010 resulting in employee payroll deductions for purposes of ESPP purchases of
approximately $0.4 million. As of December 25, 2010, there was approximately $0.2 million of employee payroll deductions available under the ESPP for
purchasing common shares on the December 31, 2010 purchase date.
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9. Lease Commitments
The Company has non-cancelable operating leases, which expire through 2029. The leases generally contain renewal options for periods ranging from 1
to 10 years and require the Company to pay costs such as real estate taxes and common area maintenance. Contingent rentals are paid based on a percentage of
gross sales as defined by lease agreements. The following table provides the net rental expense for all operating leases (in thousands):
December 25,

2010

$ 72,802

Minimum rentals
Contingent rentals

180

72,982
(224)

Less: Sublease rentals
Net rental expense

$ 72,758

Year Ended
December 26,
2009

$ 65,249
135
65,384
(170)

$ 65,214

December 27,
2008

$ 55,602
101

55,703
(122)
$ 55,581

As of December 25, 2010, the Company’s lease commitments are as follows (in thousands):
Total
Operating
Leases (1)

Fiscal year

$ 77,577
76,098
70,251
60,326
48,436
117,653
$ 450,341

2011
2012
2013
2014

2015
Thereafter

(1)

The operating leases included in the above table do not include contingent rent based upon sales volume, which represented less than 1% of our
minimum lease obligations during Fiscal 2010. In addition, the operating leases do not include common area maintenance costs or real estate taxes that
are paid to the landlord during the year, which combined represented approximately 16.1% of our minimum lease obligations during Fiscal 2010.

10. Legal Proceedings

Dwight Thompson v. The Vitamin Shoppe and Consolidated Actions. On February 25, 2005, a former store manager in California, Dwight
Thompson, filed suit against the Vitamin Shoppe in the Superior Court of the State of California for the County of Orange (Case No. 05CC00048) on behalf
of himself and other “similarly situated” current and former California store managers and assistant store managers, who were employed by the Company on
or after April 14, 2006 alleging causes of action for alleged wage and hour violations. Almost one year later, on July 7, 2006, the same group of plaintiffs’
attorneys who were representing Thompson filed another wage and hour lawsuit against The Vitamin Shoppe based on substantively identical allegations in
the Orange County Superior Court, entitled Estel v. The Vitamin Shoppe Industries Inc. (Case No. 06CC07852) (the “Estel Action”). In January 2008, the
Court consolidated the Thompson and Estel actions. On October 6, 2010, the Company reached agreement with Plaintiffs to settle and resolve all individual
and class claims for amounts, in the aggregate, not material to the Company. The Court gave preliminarily
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approval on December 20, 2010, and final approval of the class settlement is set for March 11, 2011. All settlement amounts were fully accrued in Fiscal 2010
and paid to the disbursing agent during February 2011.

California District Attorney’s Letter. On May 17, 2007, the Company received a letter from the Napa County (California) District Attorney alleging
that six of the Company’s private label products contain levels of lead that, pursuant to California’s Proposition 65, Cal. Health & Safety Code section
25249.5 et seq., (“Proposition 65”) require the products to bear a warning when sold in California. The letter claims that 12 other public prosecutors in
California, including the California Attorney General, “are involved in a joint investigation of dietary supplements containing lead in amounts that expose
users to lead in excess of 0.50 micrograms (ug) per day.” The letter demands that the Company immediately cease all sales of these products in California
unless it provides a warning to consumers. It also notes that Proposition 65 provides for civil penalties of up to $2,500 per violation per day. The Company
has met with the California Attorney General and certain District Attorneys, and is investigating these allegations and consulting with its third party suppliers
of these products. The Company has withdrawn certain named products from the California market and has provided warnings with respect to other products
still available in California pending discussions with the public prosecutors. The Napa County District Attorney has expressed concerns on several occasions
as to the method of warning employed by the Company and the completeness of its implementation. The Company has revised its warnings and reviewed its
procedures for implementing warnings. The Company has responded to numerous requests for information and has met in person with representatives of the
Napa County District Attorney and the California Attorney General to attempt to resolve this matter. As of December 25, 2010, the Company does not believe
the financial statement impact of this matter will be material.
The People of the State of California v. 21st Century Healthcare, Inc. On October 22, 2008, a private enforcer named Vicky Hamilton sent over 70
manufacturers and retailers of multivitamin products, including the Company, various Sixty-Day Notices of Violation of Proposition 65, Cal. Health &
Safety Code section 25249.5 et seq. alleging that certain products contain lead and lead compounds and were sold in California without a Proposition 65
warning threatening litigation pertaining to two of the Company’s multivitamin products. On December 23, 2008, the California Attorney General and nine
California District Attorneys filed a complaint on behalf of the People of the State of California against a number of companies who received notices of
violation from Ms. Hamilton, including the Company in Alameda County Superior Court. The action alleges violations of both Proposition 65 and the UCL
and supplants the litigation Ms. Hamilton sought to bring against the Company on the claims stated in her Notice of Violation. Penalties under Proposition 65
may be assessed at the maximum rate of $2,500 per violation per day. Penalties under the UCL may be assessed at the same rate and are cumulative to those
available under Proposition 65. Injunctive relief and attorneys fees are also available. The Company is investigating the claims in the action and has been
discussing them with the California Attorney General and District Attorneys. At this time it is premature to determine the extent of any potential loss.
Accordingly, as of December 25, 2010, the Company has not accrued any liabilities related to this litigation.

J.C. Romero v. ErgoPharm Inc., Proviant Technologies Inc., VS Holdings Inc, d/b/a Vitamin Shoppe, and General Nutrition Centers Inc. On
April 27, 2009, plaintiff, a professional baseball player, filed a complaint against us, among others, in Superior Court of New Jersey (Law Division/Camden
County). Plaintiff alleges that he purchased from one of our stores and consumed 6-OXO Extreme, which was manufactured by a third party, and in August
2008, allegedly tested positive for a banned substance. Plaintiff served a 50 game suspension imposed by Major League Baseball. The seven count complaint
asserts, among other things, claims for negligence, strict liability, misrepresentation, breach of implied warranty and violations of the New Jersey Consumer
Fraud Act, and seeks unspecified monetary damages, including lost income during the suspension. The Company denies any and all liability and intends to
vigorously defend these claims. Any liabilities that may arise from this matter are not probable or reasonably estimable at this time. Accordingly, as of
December 25, 2010, the Company has not accrued any liabilities related to this litigation.
The Company is party to various lawsuits arising from time to time in the normal course of business, many of which are covered by insurance. Except
as described above, as of December 25, 2010, the Company was not party to any material legal proceedings. Although the impact of the final resolution of
these matters on the Company’s financial condition, results of operations or cash flows is not known, management does not believe that the resolution of these
lawsuits will have a material adverse effect on the financial condition, results of operations or liquidity of the Company.

11. Related Party Transactions
The Company had a management agreement with IPC Manager II, LLC (formerly Bear Stearns Merchant Manager II, LLC), which terminated on
November 2, 2009, as a result of the IPO. This agreement provided for a quarterly fee of the greater of $187,500 or 0.25% of gross sales for the preceding
fiscal quarter for advisory and consulting services. In addition, per the agreement a one-time termination fee of approximately $0.8 million was charged to
expense during the fourth Fiscal quarter of 2009 in connection with the IPO. Amounts paid for the fiscal years ended December 26, 2009 and December 27,
2008 were approximately $2.4 million and $1.5 million, respectively. There were no amounts paid during Fiscal 2010.
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The Company loaned $1.5 million to the Company’s former Chief Executive Officer as part of a purchase of the Company’s common stock, of which
the Company had recourse on $375,000. The note incurred interest at 3.06% annually. In connection with the Merger on October 27, 2009, this $1.5 million
note receivable along with a related accrued interest receivable of approximately $0.3 million, which was held by VS Parent, Inc. prior to the Merger, was
extinguished in consideration of the surrender of 140,507 common shares and 634 preferred shares of VS Parent.

12. Segment Data
The Company currently operates two business segments, retail and direct. The operating segments are segments of the Company for which separate
financial information is available and for which operating results are evaluated regularly by executive management in deciding how to allocate resources and in
assessing performance. The Company’s management evaluates segment operating results based on several indicators. The primary key performance indicators
are sales and operating income for each segment. The table below represents key financial information for each of the Company’s business segments, retail
and direct, as well as corporate costs. The retail segment includes the Company’s retail stores. The retail segment generates revenue primarily through the sale
of third party branded and proprietary branded vitamins, minerals, herbs, specialty supplements, sports nutrition and other health and wellness products
through retail stores throughout the United States. The direct segment generates revenue through the sale of third party branded and proprietary branded
vitamins, minerals, herbs, specialty supplements, sports nutrition and other health and wellness products through the Company’s Websites and its catalog. A
catalog is mailed each month to customers in the Company’s Healthy Awards Program database, and the Company’s website at www.vitaminshoppe.com
offers its customers online access to a full assortment of over 20,000 SKUs. Corporate costs represent the Company’s administrative expenses which include,
but are not limited to human resources, legal, finance, information technology, depreciation and amortization, and various other corporate level activity related
expenses. There are no inter-segment sales transactions.
The Company’s segments are designed to allocate resources internally and provide a framework to determine management responsibility. The Company
has allocated $131.9 million and $45.3 million of its recorded goodwill to the retail and direct segments, respectively. The Company does not have identifiable
assets separated by segment.

The following table contains key financial information of the Company’s business segments (in thousands):
December 25,

2010

Year Ended
December 26,
2009

December 27,
2008

$596,253
78,242
674,495

$522,541
78,999
601,540

Net Sales:
$668,008

Retail
Direct

83,474

751,482

Total net sales
Income from operations:

118,319
14,863
(73,520)
$ 59,662

Retail
Direct

Corporate costs
Income from operations

94,494
15,126
(68,288)
$

41,332

80,422
14,884
(59,661)
$ 35,645
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13. Fair Value of Financial Instruments
The fair value of the Company’s Notes have been determined by the Company using quoted market prices. The following table sets forth the carrying
amounts and fair values of the Company’s Notes at December 25, 2010 and December 26, 2009 (in thousands):
December 25, 2010
Carrying
Amount
Fair Value

$55,106

Second Priority Senior Secured Floating Rate Notes

December 26, 2009
Carrying
Amount
Fair Value

$55,519

$120,106

$120,669

The fair value for December 25, 2010, is based on the last trade closest to that date which is December 30, 2010. The fair value for December 26, 2009,
is based on the last trade closest to that date which is December 23, 2009.
Prior to its termination, the interest rate swap, as described in Note 6, was utilized to offset fluctuations related to the variable interest rate payments on a
portion of the Company’s Notes. Prior to December 25, 2010, the unrecognized loss related to the interest rate swap was included in accumulated other
comprehensive loss in the consolidated balance sheets. The swap was previously categorized within Level 2 in the fair value hierarchy. For the fiscal year
ended December 25, 2010, approximately $0.6 million, net of taxes, was reclassified from accumulated other comprehensive loss to earnings (as a component
of interest expense). For the fiscal year ended December 26, 2009, approximately $1.4 million, net of taxes, was reclassified from accumulated other
comprehensive loss to earnings. At December 25, 2010, the unrecognized loss was fully amortized and charged to earnings.

14. Secondary Stock Offering

The Company completed two secondary public offerings of 7,171,768 and 6,303,006 shares of its common stock on May 29, 2010, and December 2,
2010, respectively. All of the shares of common stock were sold by certain stockholders of Vitamin Shoppe, Inc. The Company did not receive any proceeds
from the sale of shares in either offering. As a result of the offerings, $0.8 million in fees were incurred and charged to selling, general and administrative
expenses during Fiscal 2010.

15. Subsequent Events
On January 20, 2011 the Company amended its 2009 Revolving Credit Facility agreement providing for a term loan of $25.0 million maturing on
January 2015, for purposes of the redemption of the outstanding balance of its Notes. The term loan is payable in quarterly installments over a two year
period and will bear a variable interest rate of LIBOR plus 3.75% . In addition the amendment extended the maturity date on the revolving credit facility an
additional two years, resulting in a maturity date of September 25, 2015. On February 22, 2011, the Company completed its tender offer for the redemption
of $55.1 million of its outstanding Notes, using proceeds from the above term loan along with existing cash and availability on the revolving credit line,
which will result in a charge to extinguishment of debt of approximately $0.6 million in the first fiscal quarter of 2011.

16. Supplemental Guarantor Information
The payment obligations of Industries under the Senior Notes due 2012 are jointly and severally and fully and unconditionally guaranteed on a senior
basis by: VSI, the parent company; Direct, the only subsidiary; and all of the Industries’ future restricted domestic subsidiaries. The Notes and the
guarantees will be VSI’s, Industries’ and Direct’s second priority senior secured obligations. They rank equally with all of the Company’s existing and future
senior indebtedness and rank senior to all of the Company’s existing and future subordinated indebtedness. The Notes and the guarantees are effectively
subordinated to all of the Company’s existing first priority senior secured indebtedness, to the extent of the collateral securing such indebtedness, including
indebtedness under the Credit Facility.

The indenture governing the Notes restrict the ability of Industries and Direct to incur additional debt, pay dividends and make distributions, make
certain investments, repurchase stock, incur liens, enter into transactions with affiliates, enter into sale and lease back transactions, merge, or consolidate or
transfer or sell assets.
The following supplemental financial information sets forth, on a consolidating basis, balance sheets, statements of operations, and statements of cash
flows for Vitamin Shoppe, Inc. and the Company’s guarantor subsidiary.
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VITAMIN SHOPPE, INC. AND SUBSIDIARY

CONSOLIDATING BALANCE SHEET AS OF DECEMBER 25, 2010

(In thousands, except share data)
Vitamin
Shoppe

Vitamin

Industries

VS Direct

Shoppe, Inc.

Eliminations

Inc.

Consolidated

ASSETS
Current assets:
Cash and cash equivalents

$

Inventories
Prepaid expenses and other current assets
Intercompany receivable
Deferred income taxes
Total current assets
Property and equipment, net
Goodwill
Other intangibles, net
Other assets:
Deferred financing fees, net of accumulated amortization of $1,961
Other
Deferred income tax asset
Total other assets

1,669
—
—
74,634
971
77,274
—
—
—
—
—
6,054
6,054

Investment in Subsidiary
Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Current portion of capital lease obligation
Revolving credit facility
Intercompany payable
Accounts payable
Deferred sales
Accrued salaries and related expenses
Other accrued expenses
Total current liabilities

801

17,510
223
306,490
727
325,751
18,099
—
—

$

—
—
(602,335)
—
(602,335)
—
—
—

4,033

154,918
80,949
177,248
69,718

$ 317,135

(298,877)
$ (923,244)

816
2,068
—
2,884
—
$ 485,717

$

$

$

$

$

—
—
2,039
—
—

—
—
269,225
156
2,908
1,063
726
274,078
—
—
2,111
9
4,450

286
243,558
53,852
297,696
$ 317,135

—
20,165
44,905
65,070
$ 345,718

17,400

—
—
—
—
17,400

1,711
18,000

315,710
18,838
13,021
8,510
14,026
389,816
55,106
977
38,477
5,295
22,630

—
—

$ 25,968
111,305
13,612
—

816
2,066
14,112
16,994
65,070
$ 746,108

—
—

—

$ 23,498
93,795
13,389
221,211
2,335
354,228
62,850
177,248
69,718

2
1,866
1,868
—
$ 345,718

233,807

Long-term debt
Capital lease obligation, net of current portion
Deferred income taxes
Other long term liabilities
Deferred rent

$

(22,032)
(22,032)

—
—
(602,335)
—
—
—
—
(602,335)
—
—
(22,032)
—
—

1,711
18,000

—
18,994
15,929
9,573
14,752
78,959
55,106
977
20,595
5,304
27,080

Commitments and contingencies

Stockholders’ equity:
Common stock, $0.01 par value, 400,000,000 shares authorized,
28,627,897 shares issued and outstanding
Additional paid-in capital
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

—
166,791
67,016
233,807

$ 746,108

—
(186,956)
(111,921)
(298,877)
$ (923,244)

286
243,558
53,852
297,696
$ 485,717
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VITAMIN SHOPPE, INC. AND SUBSIDIARY

CONSOLIDATING BALANCE SHEET AS OF DECEMBER 26, 2009

(In thousands, except share data)
Vitamin
Shoppe

Vitamin

Industries

VS Direct

Shoppe, Inc.

Eliminations

Inc.

Consolidated

ASSETS
Current assets:
Cash and cash equivalents

$

Inventories
Prepaid expenses and other current assets
Intercompany receivable
Deferred income taxes
Total current assets
Property and equipment, net
Goodwill
Other intangibles, net
Other assets:
Deferred financing fees, net of accumulated amortization of $2,856
Other
Deferred income tax asset
Total other assets

Investment in Subsidiary
Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Current portion of long-term debt
Current portion of capital lease obligation
Intercompany payable
Accounts payable
Deferred sales
Accrued salaries and related expenses
Other accrued expenses
Total current liabilities

1,767
—
—

917
17,510
292,145

—
49,211
—
—
—

723
311,503

21,869
—
—

—
—
3,741
3,741
200,051

2
1,969
1,971
—

$ 253,003

$

—
—
—
—
—
803

18,203
—
—
449
—
—

$

208

47,444

17,400

Long-term debt
Capital lease obligation, net of current portion
Deferred income taxes
Other long term liabilities
Deferred rent

$

—

6,113
88,581
13,193
262,745
4,422
375,054
62,091
177,248
70,356

$

—
—

$

8,797
106,091
13,401

(602,334)

—
5,145

—
(602,334)

133,434

—
—
—

83,960
177,248
70,356

$ 335,343

2,384
1,873
15,844
20,101
54,533
$ 759,383

—
—
(21,554)
(21,554)
(254,584)
$ (878,472)

2,384
1,875
—
4,259
—
$469,257

$

$

$

$

—
—
269,225
166
2,596
716
953
273,656
—
—
3,020
4

4,130

20,000

1,537
315,709
24,909
11,790
6,835
12,713
393,493
100,106
2,303
38,030

4,762
20,638

—
—
(602,334)

—
—
—
—
(602,334)

—
—
(21,554)
—
—

20,000

1,537
—
25,075
14,386
7,551
14,469
83,018
100,106
2,303

19,945
4,766
24,768

Commitments and contingencies

Stockholders’ equity:
Common stock, $0.01 par value, 400,000,000 shares authorized,
26,750,423 shares issued and outstanding
Additional paid-in capital
Accumulated other comprehensive loss
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

268
210,359
(882)
24,606
234,351
$ 253,003

—
20,165
—
34,368
54,533
$ 335,343

—
166,791
(882)
34,142
200,051
$ 759,383

—
(186,956)
882
(68,510)
(254,584)
$ (878,472)

268
210,359
(882)
24,606
234,351
$469,257
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VITAMIN SHOPPE, INC. AND SUBSIDIARY
CONSOLIDATING STATEMENT OF OPERATIONS FOR THE YEAR ENDED DECEMBER 25, 2010
(In thousands)
Vitamin
Shoppe

Vitamin
Shoppe, Inc.

$

—
—
—
—
4,076
(4,076)
—
—
(4,076)
(448)
(3,628)
32,874
$29,246

Net sales
Commissions
Cost of goods sold
Gross profit
Selling, general and administrative expenses
(Loss) income from operations
Loss on extinguishment of debt
Interest expense, net
(Loss) income before provision for income taxes
Provision from income taxes
(Loss) income before equity in net earnings of subsidiary
Equity in net earnings of subsidiary
Net income

Industries

VS Direct

Inc.

$152,052
19,305
106,645
64,712

$ 599,430
8,481
401,276
206,635
160,176
46,459
1,349
9,516
35,594
13,257
22,337
10,537
$ 32,874

47,433

17,279
—
1
17,278
6,741
10,537
—
$ 10,537

Eliminations

Consolidated

$

$ 751,482
—
501,948
249,534
189,872
59,662
1,349
9,517
48,796
19,550
29,246
—
$ 29,246

—
(27,786)
(5,973)
(21,813)
(21,813)
—
—
—
—
—
—
(43,411)
$ (43,411)
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VITAMIN SHOPPE, INC. AND SUBSIDIARY
CONSOLIDATING STATEMENT OF OPERATIONS FOR THE YEAR ENDED DECEMBER 26, 2009
(In thousands)
Vitamin
Shoppe

Vitamin
Shoppe, Inc.

$

—
—
—
—
3,052
—
(3,052)
—
(39)
(3,013)
(1,333)
(1,680)
14,346
$12,666

Net sales
Commissions
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Related party expenses
(Loss) income from operations
Loss on extinguishment of debt
Interest expense, net
(Loss) income before (benefit) provision for income taxes
(Benefit) provision from income taxes
(Loss) income before equity in net earnings of subsidiary
Equity in net earnings of subsidiary
Net income

Industries

VS Direct

Inc.

$133,216
18,622
96,079
55,759
43,994
—
11,765
—
1,101
10,664
3,759
6,905
—
$ 6,905

$ 541,279
7,723
366,759
182,243
147,178
2,446
32,619
2,016
17,574
13,029
5,588
7,441
6,905
$ 14,346

Eliminations

$

—
(26,345)
(5,265)
(21,080)
(21,080)
—
—
—
—
—
—
—
(21,251)
$(21,251)

Consolidated

$ 674,495
—
457,573
216,922
173,144

2,446
41,332

2,016
18,636
20,680
8,014
12,666
—
$ 12,666
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VITAMIN SHOPPE, INC. AND SUBSIDIARY
CONSOLIDATING STATEMENT OF OPERATIONS FOR THE YEAR ENDED DECEMBER 27, 2008
(In thousands)
Vitamin
Shoppe

Vitamin
Shoppe, Inc.

$

Net sales
Commissions
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Related party expenses
(Loss) income from operations
Interest expense, net
(Loss) income before (benefit) provision for income taxes
(Benefit) provision from income taxes
(Loss) income before equity in net earnings of subsidiary
Equity in net earnings of subsidiary
Net income

—
—
—
—
2,448
—
(2,448)
(54)
(2,394)
(1,048)
(1,346)

9,513
$ 8,167

Industries

VS Direct

Inc.

$112,864
25,776
80,890
57,750
40,257
—
17,493
3,239
14,254
5,331
8,923
—
$ 8,923

$488,676
6,924
329,368
166,232
144,109
1,523
20,600
17,952
2,648
2,058
590
8,923
$ 9,513

Eliminations

$

—
(32,700)

(4,599)
(28,101)
(28,101)
—
—
—
—
—
(18,436)
$ (18,436)

Consolidated

$ 601,540
—
405,659
195,881
158,713
1,523
35,645
21,137
14,508
6,341
8,167
—
$ 8,167
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VITAMIN SHOPPE, INC. AND SUBSIDIARY

CONSOLIDATING STATEMENT OF CASH FLOWS FOR THE YEAR ENDED DECEMBER 25, 2010
(In thousands)
Vitamin
Shoppe

Vitamin

Industries

Shoppe, Inc.

VS Direct

Inc.

$ 29,246

$ 10,537

$ 32,874

—
—
—
—
—
—
(1,694)
—
4,076
—
(32,874)

5,988
—
—
—
—
—

15,124
1,326

—

740

—

—
—
(14,827)
—
—
(804)
—
(16,877)

—
(15)
(14,345)
—
(10)

Eliminations

Consolidated

$ (43,411)

$ 29,246

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash (used in) provided by
operating activities:
Depreciation and amortization of fixed and intangible assets
Impairment charge on fixed assets
Amortization of deferred financing fees
Loss on extinguishment of debt, net of premium on Note redemption
Loss on disposal of fixed assets
Amortization of unrealized loss on terminated swap
Deferred income taxes
Deferred rent
Equity compensation expense
Tax benefits on exercise of stock options

Equity in earnings of subsidiary
Changes in operating assets and liabilities:
Inventories
Prepaid expenses and other current assets
Intercompany
Other non-current assets
Accounts payable
Accrued expenses and other current liabilities
Other long-term liabilities
Net cash (used in) provided by operating activities

Cash flows from investing activities:
Capital expenditures
Trademarks and other intangible assets
Net cash used in investing activities
Cash flows from financing activities:
Borrowings under revolving credit agreement
Repayment of borrowings under revolving credit agreement
Payments of capital lease obligation
Redemption of long term debt (Notes)
Payments for expenses related to the offering
Proceeds from exercises of common stock options
Issuance of shares under employee stock purchase plan
Tax benefits on exercise of stock options
Deferred financing fees
Net cash provided by (used in) financing activities
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents beginning of year
Cash and cash equivalents end of year

(810)
320

—
—
—

1,349
187
1,079
3,670
1,208
—

—
—
—
—
—
43,411

(12,002)
(10,537)

(12,002)

—

5
2,102

69,959

—
—

—
—
—

(2,218)
—
(2,218)

(16,138)
(92)
(16,230)

—
—
—

(18,356)
(92)
(18,448)

—
—
—
—

—
—
—
—
—
—
—
—
—
—
(116)
917

38,000
(20,000)

—
—
—
—
—
—
—
—
—
—
—
—
—

38,000
(20,000)

(87)

16,866
359
—
—
17,138
261
1,767
$ 2,028

$

801

—
—
—
—
—

740

1,349
187
1,079
1,166
1,528
4,076

(5,214)
12,547
—
(193)
(6,204)
3,903
538
55,184

432

(5,214)
12,562
29,172
(193)
(6,194)
4,275

21,112
1,326

533

(1,611)
(65,000)
—
—
—
12,002
(94)
(36,703)
17,026
6,113
$ 23,139

$

(1,611)
(65,000)
(87)
16,866
359
12,002
(94)
(19,565)
17,171
8,797
$ 25,968
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VITAMIN SHOPPE, INC. AND SUBSIDIARY

CONSOLIDATING STATEMENT OF CASH FLOWS FOR THE YEAR ENDED DECEMBER 26, 2009
(In thousands)
Vitamin
Shoppe

Vitamin

Industries

Shoppe, Inc.

VS
Direct

$ 12,666

$ 6,905

$ 14,346

4,767
—
—
9
—

16,328
1,227
1,568
121
565

Inc.

Eliminations

Consolidated

$(21,251)

$ 12,666

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash (used in) provided by
operating activities:
Depreciation and amortization of fixed and intangible assets
Amortization of deferred financing fees
Loss on extinguishment of debt, net of premium on Note redemption
Loss on disposal of fixed assets
Amortization of unrealized loss on terminated swap
Deferred income taxes
Deferred rent
Equity compensation expense
Tax benefits on exercise of stock options

—
—
—
—
—
(1,307)

(301)

(3,387)

—

354

2,687
—
(352)
(6,905)

—
—
—

3,040

—
(14,346)

Equity in earnings of subsidiary
Changes in operating assets and liabilities:

—
—

Inventories
Prepaid expenses and other current assets
Intercompany
Other non-current assets
Accounts payable
Accrued expenses and other current liabilities
Other long-term liabilities
Net cash (used in) provided by operating activities

37
(10)

(47,442)

(7,382)
(2)
64
877

—
—
—
—
21,251

763

—
—
—
—
—

810

130

565
(4,995)
3,041
3,040
(352)

—
800
800

(47,000)

5,322

—
—
—

(5,246)
—
(5,246)

(15,998)
(37)
(16,035)

—
—
—

(37)
(21,281)

—
—
—

8,594
(25,594)
(1,334)
(44,894)
—
—
—
—
—
—
(518)
(63,746)
5,331
782
$ 6,113

—
—
—
—
—
—
—
—
—
—
—
—
—
—
—

8,594
(25,594)
(1,334)
(44,894)
(72,535)
755
121,209
(1,700)
686
352
(518)
(14,979)
7,174
1,623
$ 8,797

—
—
—
—
(72,535)
755
121,209
(1,700)
686
352
—
48,767
1,767
—
$ 1,767

Borrowings under revolving credit agreement
Repayment of borrowings under revolving credit agreement
Payments of capital lease obligation
Redemption of long term debt (Notes)
Redemption of preferred shares
Proceeds from issuance of common stock
Proceeds from issuance of common stock during offering, net
Payments for expenses related to the offering
Proceeds from exercises of common stock options
Tax benefits on exercise of stock options
Deferred financing fees
Net cash provided by (used in) financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents beginning of year
Cash and cash equivalents end of year

—

21,095
1,227
1,568

54,824
(215)
1,272
3,634
(2,174)
85,112

—
—
389
—

Cash flows from investing activities:
Capital expenditures
Trademarks and other intangible assets
Net cash used in investing activities
Cash flows from financing activities:

—
—

4

—
—
—
—
—
—
—
—
76
841

$

917

—
—

$

—
(217)
1,336
4,900
(2,170)
43,434

(21,244)
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VITAMIN SHOPPE, INC. AND SUBSIDIARY

CONSOLIDATING STATEMENT OF CASH FLOWS FOR THE YEAR ENDED DECEMBER 27, 2008
(In thousands)
Vitamin
Shoppe

Vitamin

Industries

Shoppe, Inc.

VS Direct

Inc.

$ 8,167

$ 8,923

$ 9,513

Eliminations

Consolidated

$ (18,436)

$ 8,167

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation and amortization of fixed and intangible assets
Amortization of deferred financing fees
Loss on disposal of fixed assets
Deferred income taxes
Deferred rent
Equity compensation expense

—
—
—
(1,047)

—
2,352
(9,513)

Equity in earnings of subsidiary
Changes in operating assets and liabilities:

—
—

Inventories
Prepaid expenses and other current assets
Intercompany
Other non-current assets
Accounts payable
Accrued expenses and other current liabilities
Other long-term liabilities
Net cash provided by operating activities

83
(54)

—
—
—

Borrowings under revolving credit agreement
Repayment of borrowings under revolving credit agreement
Redemption of preferred shares
Payments of capital lease obligation
Net cash provided by financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents beginning of year
Cash and cash equivalents end of year

—
—
—
—
—
—
—
—

$

13,832
1,168
72
1,104
2,230
—
(8,923)

(1,296)
(110)
(3,448)

(7,786)

20
(124)

—
12
—
—

Cash flows from investing activities:
Capital expenditures
Trademarks and other intangible assets
Net cash used in investing activities
Cash flows from financing activities:

3,651
—
7
638
1,217
—
—

868
—
10,346
(10,072)

—
(10,072)

—
—
—
—
—
274

567
$

841

—
—
—
—
—
18,436
—
—
—
—
—

184

3,365
(61)
(10,784)
4,764
564
9,242

17,483
1,168
79
695
3,447
2,352
—

(9,082)
74

—
—

—
(95)
(10,908)
5,644
564
19,588

(21,823)
(3,494)
(25,317)

—
—
—

(31,895)
(3,494)
(35,389)

20,000
(3,000)

—
—
—
—
—
—
—
—

20,000
(3,000)

(561)
(468)
15,971
(104)
886
$
782

$

(561)
(468)
15,971
170

1,453
$ 1,623

75

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Table of Contents

16. Selected Quarterly Financial Information (unaudited)
The following table summarizes the 2010 and 2009 quarterly results:
Quarter Ended

March

Year Ended December 25, 2010
Net sales
Gross profit
Income from operations
Net income
Weighted average shares outstanding:
Basic
Diluted
Year Ended December 26, 2009
Net sales
Gross profit
Income from operations
Net income
Weighted average shares outstanding:
Basic
Diluted

$

June

191,613
65,014
18,072
8,726

$

26,692,983
27,708,463
$

192,234
63,693
15,447
7,309

$

27,130,809
28,159,448

172,555
57,012
12,701
4,562

$

14,175,906
15,969,484

December

September

171,143
55,762
12,144
4,206

14,175,906
15,670,533

187,359
61,169
13,853
7,249

$

27,710,913
28,597,381
$

168,400
52,389
8,506
2,035

14,175,906
15,789,680

180,276
59,658
12,290
5,962
28,026,972
28,889,861

$

162,397
51,759
7,981
1,863
22,455,694
23,607,922

The following table details certain items, net of income taxes where applicable, which positively (negatively) impacted net income for the quarters
presented:
March

Year Ended December 25, 2010
Extinguishment of debt
Impairment of fixed assets
Fees associated with offerings
Credit card fee rebate

$ (331)
$—
$—
$—

Year Ended December 26, 2009
Extinguishment of debt
Management termination fee
Tax benefit related to uncertain tax positions

$—
$—
$—

June

September

December

$ (341)
$—
$ (500)
$—

$
$
$
$

$ (137)
$ —
$ (271)
$ 120

$—
$—
$—

$ —
$ —
$ —

—
(810)

—
711

$ (1,020)
$ (480)
$ 500
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Exhibit 10.2

AMENDED AND RESTATED LOAN AND SECURITY AGREEMENT
by and among
VITAMIN SHOPPE INDUSTRIES INC.
VS DIRECT INC.
as Borrowers

and
VITAMIN SHOPPE, INC. (f/k/a VS Holdings, Inc.)
as Guarantor

THE LENDERS AND ISSUING BANK FROM TIME TO TIME PARTY HERETO

JPMORGAN CHASE BANK, N.A.
as Administrative Agent

Dated: January 20, 2011
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AMENDED AND RESTATED LOAN AND SECURITY AGREEMENT
This Amended and Restated Loan and Security Agreement dated January 20, 2011 (this “ Agreement ”) is entered into by and among Vitamin Shoppe
Industries Inc., a New York corporation (“Vitamin Shoppe”), VS Direct Inc., a Delaware corporation (“ VS Direct ”, and together with Vitamin Shoppe, each
individually a “ Borrower ” and collectively, “Borrowers ” as hereinafter further defined), Vitamin Shoppe, Inc., a Delaware corporation and successor by name
change to VS Holdings, Inc. (“ Parent” as hereinafter further defined), the parties hereto from time to time as lenders, whether by execution of this Agreement or
an Assignment and Acceptance (each individually, a “Lender” and collectively, “Lenders” as hereinafter further defined) and JPMorgan Chase Bank, N.A., a
national banking association, in its capacity as agent for Lenders (in such capacity, “ Agent” as hereinafter further defined).

WITNESSETH:
WHEREAS, Borrowers, Guarantors (as such term is defined below), Agent and Lenders, are parties to that certain Loan and Security Agreement dated
as of September 25, 2009, as amended by that certain Amendment Letter dated April 20, 2010 (the “ Existing Credit Agreement ”); and
WHEREAS, subject to the conditions precedent set forth herein, the parties hereto desire to amend and restate the Existing Credit Agreement in its
entirety in the form of this Agreement; and

WHEREAS, Borrowers and Guarantors have requested that Lenders now make available a term loan which shall be used by Borrowers to repay their
Senior Secured Notes (as hereinafter defined) and a revolving credit facility to Borrowers, which shall be used by Borrowers to finance their mutual and
collective enterprise of marketing and selling vitamins, minerals, herbs, supplements, sports nutrition and other health and wellness products and businesses
related, incidental or complementary thereto. In order to utilize the financial powers of each Borrower in the most efficient and economical manner, and in order
to facilitate the financing of each Borrower’s needs, Lenders will, at the request of any Borrower, make loans to all Borrowers under the term loan and
revolving credit facility on a combined basis and in accordance with the provisions hereinafter set forth. Borrowers’ business is a mutual and collective
enterprise, and Borrowers believe that the consolidation of all loans under this Agreement will enhance the aggregate borrowing powers of each Borrower and
ease the administration of their loan relationship with Lenders, all to the mutual advantage of Borrowers. Lenders’ willingness to extend credit to Borrowers in
the form of a term loan and a revolving line of credit, and to administer each Borrower’s collateral security therefor, on a combined basis as more fully set
forth in this Agreement, is done solely as an accommodation to Borrowers and at Borrowers’ request in furtherance of Borrowers’ mutual and collective
enterprise;
WHEREAS, each Lender is willing to agree (severally and not jointly) to make such loans and provide such financial accommodations to Borrowers on
a pro rata basis according to its Commitment (as defined below) on the terms and conditions set forth herein and Agent is willing to act as agent for Lenders on
the terms and conditions set forth herein and the other Financing Agreements (as defined below);

1

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

NOW, THEREFORE, in consideration of the premises, the representations, warranties, covenants and agreements contained herein, and other good and
valuable consideration, the receipt and adequacy of which are hereby acknowledged, and subject to the satisfaction of each condition precedent contained in
Section 4.1 hereof, the Existing Credit Agreement shall be amended and restated as of the Closing Date (as defined below) in the form of this Agreement. It is
the intention of Borrowers, Guarantors, Agent and Lenders, and such parties hereby agree, that this Agreement supersedes and replaces the Existing Credit
Agreement in its entirety, and that (a) such amendment and restatement shall operate to renew, amend and modify certain of the rights and obligations of the
parties under the Existing Credit Agreement as provided herein, but shall not act as a novation thereof, and (b) the Liens securing the “Obligations” under and
as defined in the Existing Credit Agreement shall not be extinguished, but shall be carried forward and shall secure such obligations and Indebtedness as
renewed, amended, restated and modified hereby. The parties hereto further agree as follows:

SECTION 1. DEFINITIONS
For purposes of this Agreement, the following terms shall have the respective meanings given to them below:

1.1 “ABR Loans ” shall mean any Loans or portion thereof on which interest is payable based on the Alternate Base Rate in accordance with the terms
thereof.

1.2 “Accounts” shall have the meaning set forth in Article 9 of the UCC and includes, without limitation, as to each Borrower and Guarantor, all
present and future rights of such Borrower and Guarantor to payment of a monetary obligation, whether or not earned by performance, which is not evidenced
by Chattel Paper or an Instrument, (a) for property that has been or is to be sold, leased, licensed, assigned, or otherwise disposed of, (b) for services rendered
or to be rendered, (c) for a secondary obligation incurred or to be incurred, or (d) arising out of the use of a credit or charge card or information contained on or
for use with the card.
1.3 “Account Debtor ” shall have the meaning set forth in Article 9 of the UCC.
1.4 “ACH Transactions” shall mean the automatic clearing house transfer of funds by Agent, any Lender or any of their respective Affiliates for the
account of any Borrower or its Subsidiaries, in each case pursuant to agreements entered into with any Borrower or any of its Subsidiaries.

1.5 “Adjusted Eurodollar Rate ” shall mean, with respect to each Interest Period for any Eurodollar Rate Loan comprising part of the same borrowing
(including conversions, extensions and renewals), the rate per annum (rounded upwards, if necessary, to the next 1/100 of 1%) determined by dividing (a) the
London Interbank Offered Rate for such Interest Period by (b) a percentage equal to: (i) one (1) minus (ii) the Reserve Percentage. For purposes hereof, “Reserve
Percentage” shall mean for any day, that percentage (expressed as a decimal) which is in effect from time to time under Regulation D of the Board of Governors
of the Federal Reserve System (or any successor), as such regulation may be amended from time to time or any successor regulation, as the maximum reserve
requirement (including, any basic,
2
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supplemental, emergency, special, or marginal reserves) applicable with respect to “ Eurocurrency Liabilities ” as that term is defined in Regulation D (or
against any other category of liabilities that includes deposits by reference to which the interest rate of Eurodollar Rate Loans is determined), whether or not any
Lender has any “Eurocurrency Liabilities” subject to such reserve requirement at that time. Eurodollar Rate Loans shall be deemed to constitute “Eurocurrency
Liabilities” and as such shall be deemed subject to reserve requirements without benefits of credits for proration, exceptions or offsets that may be available
from time to time to a Lender. The Adjusted Eurodollar Rate shall be adjusted automatically on and as of the effective date of any change in the Reserve
Percentage.

1.6 “Administrative Borrower ” shall mean Vitamin Shoppe in its capacity as Administrative Borrower on behalf of itself and the other Borrowers
pursuant to Section 6.8 hereof and its successors and assigns in such capacity.
1.7 “Affiliate” shall mean, with respect to a specified Person, any other Person which directly or indirectly, through one or more intermediaries, controls
or is controlled by or is under common control with such Person. For the purposes of this definition, the term “ control” (including with correlative meanings,
the terms “ controlled by ” and “under common control with ”), as used with respect to any Person, means the possession, directly or indirectly, of the power to
direct or cause the direction of the management and policies of such Person, whether through the ownership of Voting Stock, by agreement or otherwise.
1.8 “Agent” shall mean JPMorgan Chase Bank, N.A., in its capacity as agent on behalf of Lenders pursuant to the terms hereof and any replacement or
successor agent hereunder.

1.9 “Agent Payment Account ” shall mean account no. 400999773 of Agent at Chase, or such other account of Agent as Agent may from time to time
designate to Administrative Borrower as the Agent Payment Account for purposes of this Agreement and the other Financing Agreements.
1.10 “Alternate Base Rate ” means, for any day, a rate per annum equal to the greatest of (a) the Prime Rate in effect on such day and (b) the Federal
Funds Rate in effect on such day plus 1/2 of 1% and (c) the Adjusted Eurodollar Rate for a one month Interest Period on such day (or if such day is not a
Business Day, the immediately preceding Business Day) plus 1%, provided that, for the avoidance of doubt, the Adjusted Eurodollar Rate for any day shall
be based on the rate appearing on the Reuters Screen LIBOR01 Page (or on any successor or substitute page) at approximately 11:00 a.m. London time on such
day (without any rounding). Any change in the Alternate Base Rate due to a change in the Prime Rate, the Federal Funds Rate or the Adjusted Eurodollar Rate
shall be effective from and including the effective date of such change in the Prime Rate, the Federal Funds Rate or the Adjusted Eurodollar Rate, respectively.

1.11 “Applicable Margin ” shall mean, (i) for Revolving Loans: at any time during any fiscal quarter, as to the interest rate for ABR Loans: 1.50% per
annum, and as to the interest rate for Eurodollar Rate Loans: 2.5% per annum and (ii) for Term Loans, at any time during any
3
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fiscal quarter, as to the interest rate for ABR Loans: 2.75% per annum; and as to the interest rate for Eurodollar Rate Loans: 3.75% per annum.

1.12 “Assignment and Acceptance ” shall mean an Assignment and Acceptance substantially in the form of Exhibit A attached hereto (with blanks
appropriately completed) delivered to Agent in connection with an assignment of a Lender’s interest hereunder in accordance with the provisions of
Section 13.7 hereof.
1.13 “Authorized Officer ” shall mean the individuals holding the position of president, treasurer, vice president of finance, chief executive officer, chief
financial officer or controller of Administrative Borrower.
1.14 “Availability Reserves” shall mean all Reserves other than Inventory Reserves.

1.15 “Average Excess Availability” means, for any period the average Excess Availability reasonably determined for such period as determined by Agent
in good faith.
1.16 “Bank Products ” shall mean any one or more of the following types of services or facilities extended to Borrower or its Subsidiaries by a Bank
Product Provider: (a) credit cards for commercial customers (including, without limitation, “commercial credit cards” and purchasing cards), (b) stored value
cards, (c) treasury management services (including, without limitation, controlled disbursement, ACH Transactions, return items, overdrafts and interstate
depository network services), (d) foreign exchange contracts, and (e) Hedging Agreements, if and to the extent provided hereunder and coin and currency lines.
1.17 “Bank Product Providers ” shall mean Agent, any Lender and any of their respective Affiliates that may, from time to time, provide any Bank
Products to Borrower or any Subsidiary of Borrower; each sometimes being referred to herein individually as a “ Bank Product Provider ”.
1.18 “Bank Product Reserve ” shall mean any and all reserves that Agent may establish from time to time with the written consent of Borrower, to reflect
any obligations, liabilities or indebtedness (contingent or otherwise) of any Borrower to Agent or any Bank Product Provider arising under or in connection
with any Bank Products or as such Bank Product Provider may otherwise require in connection therewith to the extent that such obligations, liabilities or
indebtedness constitute Obligations as such term is defined herein or otherwise receive the benefit of the security interest of Agent in the Collateral.

1.19 “Blocked Accounts ” shall have the meaning set forth in Section 6.3 hereof.
1.20 “Borrowers ” shall mean, collectively, the following (together with their respective successors and assigns): (a) Vitamin Shoppe; (b) VS Direct, and
(c) any other Person that at any time after the date hereof becomes a Borrower pursuant to the terms hereof, including, without limitation, Section 9.23 hereof;
each sometimes being referred to herein individually as a “ Borrower ”.

1.21 “Borrowing Base ” shall mean, at any time, the amount equal to:
4
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(a)

the amount equal to:

(i) ninety (90%) percent of the amount of Eligible Credit Card Receivables, plus

(ii) the lesser of (A) sixty-five (65%) percent multiplied by the Value of the Eligible Inventory of Borrowers consisting of finished goods
net of any Inventory Reserves or (B) ninety (90%) percent of the Net Recovery Percentage multiplied by the Value of such Eligible Inventory net of any
Inventory Reserves, minus
(b)

the Availability Reserves.

The amounts of Eligible Inventory shall, at Agent’s option, be determined based on the lesser of the amount of Inventory set forth in the general ledger of
Borrowers or the perpetual inventory record maintained by Borrowers. Agent shall have the right to establish Reserves against or sublimits in the Borrowing
Base in such amounts and with respect to such matters as Agent shall deem reasonably necessary or appropriate, based on new information received by Agent
and after Agent has completed its updated field audits, examinations and appraisals of the Collateral; provided, however, that, so long as no Event of Default
has occurred and is continuing, Agent shall give to Administrative Borrower five (5) Business Days’ telephonic or electronic notice if (i) Agent establishes new
categories of Reserves, (ii) Agent changes the methodology of calculating Reserves, or (iii) Agent establishes new categories of sublimits in the Borrowing Base.
The foregoing notwithstanding, in the event Agent establishes Reserves to preserve or protect or maximize the value of the Collateral during the continuance of
an Event of Default, Agent shall only provide Administrative Borrower with notice at the time such Reserves are established.

The Borrowing Base shall be determined at any time by Agent, on the basis of the most recently delivered Borrowing Base Certificate, as adjusted by
Agent for any changes in Reserves or otherwise in accordance with the terms hereof.

1.22 “Borrowing Base Certificate ” shall mean a certificate substantially in the form of Exhibit D hereto, as such form may from time to time be
modified by Agent to reflect modifications to the Borrowing Base and the reporting requirements pursuant to the terms of this Agreement, which is duly
completed (including all schedules thereto) and executed by the chief financial officer, a vice president of finance, a controller or other appropriate financial
officer of Administrative Borrower reasonably acceptable to Agent and delivered to Agent.
1.23 “Business Day ” shall mean any day on which Agent is open for the transaction of business other than a Saturday, Sunday, or other day on which
commercial banks are authorized or required to close under the laws of the State of New York, except that if a determination of a Business Day shall relate to
any Eurodollar Rate Loans, the term Business Day shall also exclude any day on which banks are closed for dealings in dollar deposits in the London
interbank market or other applicable Adjusted Eurodollar Rate market.
1.24 “Canadian Priority Payables ” shall mean, as to any Borrower at any time, (a) the full amount of the liabilities of such Borrower at such time which
(i) have a trust imposed to provide for payment or a security interest, pledge, lien or charge ranking or capable of ranking
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senior to or pari passu with security interests, liens or charges securing the Obligations on any of the Eligible Credit Card Receivables or Eligible Inventory of
such Borrower located in Canada under Federal, Provincial, State, county, district, municipal, or local law in Canada or (ii) have a right imposed to provide
for payment ranking or capable of ranking senior to or pari passu with the Obligations under local or national law of Canada, regulation or directive of
Canada, including, but not limited to, claims for unremitted and/or accelerated rents, taxes, wages, withholding taxes, VAT and other amounts payable to an
insolvency administrator, employee withholdings or deductions and vacation pay, workers’ compensation obligations, government royalties or pension fund
obligations in each case to the extent such trust, or security interest, lien or charge has been or may be imposed and (b) the amount equal to the percentage
applicable to Eligible Inventory in the calculation of the Borrowing Base multiplied by the aggregate Value of the Eligible Inventory of such Borrower which is
or may be subject to retention of title by a supplier or a right of a supplier to recover possession thereof, where such supplier’s right has priority over the
security interests, liens or charges securing the Obligations in accordance with Section 81.1 of the Bankruptcy and Insolvency Act (Canada) or any applicable
laws granting revendication or similar rights to unpaid suppliers or any similar laws of Canada ( provided, that, to the extent such Inventory has been
identified and has been excluded from Eligible Inventory, the amount owing to the supplier shall not be considered a Canadian Priority Payable).

1.25 “Capital Expenditures ” shall mean, for any period, any expenditure of money under a Capital Lease or for the lease, purchase or other acquisition
of any capital asset, or for the purchase or construction of assets, or for improvements or additions thereto, which are capitalized on a Person’s balance sheet,
but excluding (i) any such expenditures made from the sale or insurance proceeds of any such assets within two hundred seventy (270) days of the date of the
sale or receipt of insurance proceeds, or if Borrower commits in writing to undertake such expenditures within such two hundred seventy (270) day period,
within three hundred sixty-five (365) days of the date of the sale or receipt of insurance proceeds, (ii) any such expenditure to the extent of trade-ins thereon,
(iii) reimbursed leasehold improvements and (iv) other expenditures for the acquisition of assets to the extent such expenditures are made with the proceeds of
new equity capital contributed after the date of this Agreement or proceeds of Indebtedness permitted under Section 9.9 hereof (other than Indebtedness to Agent
or any Lender hereunder).
1.26 “Capital Leases ” shall mean, as applied to any Person, any lease of (or any agreement conveying the right to use) any property (whether real,
personal or mixed) by such Person as lessee which in accordance with GAAP, is required to be reflected as a liability on the balance sheet of such Person.
1.27 “Capital Stock ” shall mean, with respect to any Person, any and all shares, interests, participations or other equivalents (however designated) of
such Person’s capital stock or partnership, limited liability company or other equity interests at any time outstanding, and any and all rights, warrants or
options exchangeable for or convertible into such capital stock or other interests (but excluding any debt security that is exchangeable for or convertible into
such capital stock).
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1.28 “Cash Equivalents ” shall mean, at any time, (a) any evidence of Indebtedness with a maturity date of ninety (90) days or less issued or directly
and fully guaranteed or insured by the United States of America or any agency or instrumentality thereof; provided, that, the full faith and credit of the United
States of America is pledged in support thereof; (b) certificates of deposit or bankers’ acceptances with a maturity of ninety (90) days or less of any financial
institution that is a member of the Federal Reserve System having combined capital and surplus and undivided profits of not less than $1,000,000,000;
(c) commercial paper (including variable rate demand notes) with a maturity of ninety (90) days or less issued by a corporation (except an Affiliate of any
Borrower other than an IPC Affiliate or Guarantor) organized under the laws of any State of the United States of America or the District of Columbia and rated
at least A-1 by Standard & Poor’s Ratings Service, a division of The McGraw-Hill Companies, Inc. or at least P-1 by Moody’s Investors Service, Inc.;
(d) repurchase obligations with a term of not more than thirty (30) days for underlying securities of the types described in clause (a) above entered into with
any financial institution having combined capital and surplus and undivided profits of not less than $1,000,000,000; (e) repurchase agreements and reverse
repurchase agreements relating to marketable direct obligations issued or unconditionally guaranteed by the United States of America or issued by any
governmental agency thereof and backed by the full faith and credit of the United States of America, in each case maturing within ninety (90) days or less
from the date of acquisition; provided, that, the terms of such agreements comply with the guidelines set forth in the Federal Financial Agreements of
Depository Institutions with Securities Dealers and Others, as adopted by the Comptroller of the Currency on October 31, 1985; and (f) investments in
money market funds and mutual funds which invest substantially all of their assets in securities of the types described in clauses (a) through (e) above; and
(g) other investments as reasonably agreed by Agent in writing.

1.29 “Change of Control ” shall mean (a) a transfer (in one transaction or a series of transactions) of all or substantially all of the assets of any Borrower
or Guarantor to any “person” or “group” (as such terms are used in Sections 13(d) and 14(d) of the Exchange Act), other than as permitted in Section 9.7
hereof; (b) the liquidation or dissolution of any Borrower or Guarantor or the adoption of a plan by the stockholders of any Borrower or Guarantor relating to
the dissolution or liquidation of any Borrower or Guarantor, other than as permitted in Section 9.7 hereof; (c) any “person” or “group” (as such terms are used
in Sections 13(d) and 14(d) of the Exchange Act), excluding Permitted Holders, shall become, or obtain rights (whether by means of warrants, options or
otherwise) to become, the beneficial owner, directly or indirectly, of more than fifty percent (50%) of the issued and outstanding shares of the Voting Stock of
Parent entitled (without regard to the occurrence of any contingency) to vote for the election of members of the board of directors of Parent; (d) other than the
Permitted Holders and their Affiliates, any Person and/or its Affiliates shall at any time have the right to elect, or cause to be elected, and have elected, or
caused to be elected, a majority of the members of the Board of Directors of Parent, (e) Parent fails to own directly one hundred percent of the Capital Stock of
Vitamin Shoppe, (f) other than as permitted in Section 9.7(a)(iv) hereof, Vitamin Shoppe fails to own directly or indirectly one hundred percent (100%) of the
Capital Stock of VS Direct, (g) other than as permitted in Section 9.7(a)(iv) , Parent fails to own directly or indirectly one hundred percent (100%) of the
Capital Stock of any Person that becomes a Borrower after the date hereof, or (h) the failure of Parent to own directly or indirectly a majority of the voting
power of the total outstanding Voting Stock of any Person that becomes a Guarantor after the date hereof; provided that, notwithstanding the foregoing, no
Change in Control shall occur
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solely as a result of Parent being merged with and into Vitamin Shoppe (with Vitamin Shoppe being the surviving entity).
1.30 “Chase” shall mean JPMorgan Chase Bank, N.A., a national banking association, in its individual capacity, and its successors.

1.31 “Chattel Paper ” shall have the meaning set forth in Article 9 of the UCC.
1.32 “Closing Date ” shall mean the date on which the conditions specified in Section 4.1 are satisfied or waived in accordance with Section 11.4.
1.33 “Code” shall mean the Internal Revenue Code of 1986, as the same now exists or may from time to time hereafter be amended, modified, recodified
or supplemented, together with all rules, regulations and interpretations thereunder or related thereto.
1.34 “Collateral ” shall have the meaning set forth in Section 5.1 hereof.

1.35 “Collateral Access Agreement ” shall mean an agreement in writing, in form and substance reasonably satisfactory to Agent, from any lessor of
premises to any Borrower or Guarantor, or any other Person to whom any Collateral is consigned or who has custody, control or possession of any such
Collateral or is otherwise the owner or operator of any premises on which any of such Collateral is located, in favor of Agent with respect to the Collateral at
such premises or otherwise in the custody, control or possession of such lessor, consignee or other Person, inter alia, acknowledges the first priority security
interest of Agent in such Collateral, agrees to waive (or subordinate on terms acceptable to Agent) any and all claims such lessor, consignee, processor or other
person may, at any time, have against such Collateral, whether for storage or otherwise, and agrees to permit Agent access to, and the right to remain on, the
premises of such lessor, consignee, processor or other person so as to exercise Agent’s rights and remedies and otherwise deal with such Collateral, and in the
case of any customs broker, cargo consolidator, freight forwarder, consignee or other person who at any time has custody, control or possession of any bills
of lading or other documents of title, agrees to hold such Collateral, acknowledges that it holds and will hold possession of the Collateral for the benefit of the
Agent and agrees to follow all instructions of Agent with respect thereto.
1.36 “Commitment ” shall mean, at any time, as to each Lender, the sum of such Lender’s Revolving Commitment and Term Loan Commitment set
forth on Schedule 1.37 designated as such Lender’s Commitment or on Schedule 1 to the Assignment and Acceptance Agreement pursuant to which such
Lender became a Lender hereunder in accordance with the provisions of Section 13.7 hereof, as the same may be adjusted from time to time in accordance with
the terms hereof; including Section 2.4 hereof, sometimes being collectively referred to herein as “ Commitments ”.
1.37 “Compliance Period ” shall mean any period commencing on the first date on which either (a) Excess Availability is less than ten percent (10%) of
the total Revolving Commitments for three (3) consecutive days or (b) Excess Collateral Availability is less than twenty percent (20%) of the Revolving
Commitments for three (3) consecutive days, and continuing until the date that each of the following is satisfied (i) Excess Availability exceeds ten percent
(10%) of the total Revolving Commitments for sixty (60) consecutive days, (ii)

8

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Excess Collateral Availability exceeds twenty percent (20%) of the total Revolving Commitments for sixty (60) consecutive days, and (iii) no Default or Event
of Default then exists and is continuing.

1.38 “Consolidated Net Income ” shall mean with respect to any specified Person for any period, the aggregate of the Net Income of such Person and its
Subsidiaries for such period, on a consolidated basis, determined in accordance with GAAP; provided, that, the Net Income (but not loss) of any Person that
is not a Subsidiary or that is accounted for by the equity method of accounting will be included only to the extent of the amount of dividends or similar
distributions paid in cash to the specified Person or a Subsidiary of the Person; and provided, further that there shall be excluded:
(a) the Net Income of any Subsidiary to the extent that the declaration or payment of dividends or similar distributions by that Subsidiary of that
Net Income is not at the date of determination permitted without any prior governmental approval (that has not been obtained) or, directly or indirectly, by
operation of the terms of its charter or any agreement, instrument, judgment, decree, order, statute, rule or governmental regulation applicable to that
Subsidiary or its stockholders;
(b) the cumulative effect of a change in accounting principles will be excluded;

(c) any non-recurring costs and expenses included in connection with (i) the transactions contemplated by this Agreement and the other Financing
Agreements, and (ii) any equity issuance by Parent;

(d) any non-cash compensation charges, including, any such charges arising from stock options, restricted stock grants or other equity-incentive

programs;
(e) any non-cash costs, charges or expenses relating to the application of purchase accounting;
(f) any unrealized gain or loss resulting from the application of SFAS 133 with respect to obligations in respect of a Hedge Agreement;

(g) any non-cash goodwill impairment charges or other intangible asset impairment charges incurred subsequent to the date of this Agreement
resulting from the application of SFAS 142 or other non-cash asset impairment charges incurred subsequent to the date of this Agreement resulting from the
application of SFAS 144; and

(h) the Net Income (or deficit) of any Person accrued prior to the date it becomes a Subsidiary or is merged into or consolidated with Parent or any
of its Subsidiaries.

1.39 “Control” shall have the meaning set forth in Article 8 or, if applicable, in Section 9-104, 9-105, 9-106 or 9-107 of Article 9 of the UCC.
1.40 “Covenant Required Lenders ” shall mean, at any time, those Lenders whose Pro Rata Shares aggregate more than fifty (50%) percent of the
aggregate of the Revolving
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Commitments and outstanding Term Loans of all Lenders, or if the Revolving Commitments shall have been terminated, Lenders to whom at least more than
fifty (50%) percent of the then outstanding Obligations are owing; provided, that, so long as any one Lender’s Pro Rata Share of the Loans is more than fifty
(50%) percent of the aggregate of the Revolving Commitments and outstanding Term Loans of all Lenders (or if the Revolving Commitments shall have been
terminated, more than fifty percent (50%) of the then outstanding Obligations owing), then Covenant Required Lenders shall mean such Lender and any other
Lender.

1.41 “Covered Taxes” shall have the meaning set forth in Section 6.5(a) hereof.
1.42 “Credit Card Acknowledgments ” shall mean, collectively, the agreements by Credit Card Issuers or Credit Card Processors who are parties to
Credit Card Agreements in favor of Agent acknowledging Agent’s first priority security interest, for and on behalf of Lenders, in the monies due and to become
due to a Borrower (including, without limitation, credits and reserves) under the Credit Card Agreements, and agreeing to transfer all such amounts to the
Blocked Accounts, as the same now exist or may hereafter be amended, modified, supplemented, extended, renewed, restated or replaced pursuant to their
terms, sometimes being referred to herein individually as a “ Credit Card Acknowledgment ”.
1.43 “Credit Card Agreements ” shall mean all agreements entered into on, prior and after the date hereof by any Borrower or for the benefit of any
Borrower, in each case with any Credit Card Issuer or any Credit Card Processor, as the same now exist or may hereafter be amended, modified,
supplemented, extended, renewed, restated or replaced, including, but not limited to, the agreements set forth on Schedule 8.16 hereto.
1.44 “Credit Card Issuer ” shall mean any Person (other than Parent and its Subsidiaries) who issues or whose members issue credit cards, including,
without limitation, MasterCard or VISA bank credit or debit cards or other bank credit or debit cards issued through MasterCard International, Inc., Visa,
U.S.A., Inc. or Visa International and American Express, Discover, Japan Credit Bureau (a/k/a JCB Co.), Diners Club, Carte Blanche and other non-bank
credit or debit cards, including, without limitation, credit or debit cards issued by or through American Express Travel Related Services Company, Inc., and
Novus Services, Inc.

1.45 “Credit Card Processor ” shall mean any servicing or processing agent or any factor or financial intermediary (other than Parent and its
Subsidiaries) who facilitates, services, processes or manages the credit authorization, billing transfer and/or payment procedures with respect to any
Borrower’s sales transactions involving credit card or debit card purchases by customers using credit cards or debit cards issued by any Credit Card Issuer.
1.46 “Credit Card Receivables ” shall mean collectively, (a) all present and future rights of any Borrower to payment from any Credit Card Issuer or
Credit Card Processor arising from sales of goods or rendition of services to customers who have purchased such goods or services using a credit or debit
card, and (b) all present and future rights of any Borrower to payment from any Credit Card Issuer, Credit Card Processor or other third party in connection
with the sale or transfer of Credit Card Receivables arising pursuant to the sale of goods or rendition of services to customers who have purchased such goods
or services using a credit card or a debit card, including, but not limited to, all amounts at any time due or to become due from any
10
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Credit Card Issuer or Credit Card Processor under the Credit Card Agreements or otherwise which in the case of both clause (a) and (b) above have been
earned by performance by such Borrower but not yet been paid to such Borrower by the Credit Card Issuer or the Credit Card Processor, as applicable.

1.47 “Credit Facility ” shall mean the Loans and Letters of Credit provided to or for the benefit of any Borrower pursuant to Sections 2.1 , 2.2 and 2.3
hereof.

1.48 “Default” shall mean an act, condition or event which with notice or passage of time or both would constitute an Event of Default.

1.49 “Defaulting Lender ” shall mean any Revolving Lender, as determined by Agent, that has (a) failed to fund any portion of its Revolving Loans or
participations in Letters of Credit within three Business Days of the date required to be funded by it hereunder, (b) notified any Borrower, Agent, the Issuing
Bank or any Lender in writing that it does not intend to comply with any of its funding obligations under this Agreement or has made a public statement to the
effect that it does not intend to comply with its funding obligations under this Agreement or under other agreements in which it commits to extend credit,
(c) failed, within three Business Days after request by Agent, to confirm that it will comply with the terms of this Agreement relating to its obligations to fund
prospective Revolving Loans and participations in then outstanding Letters of Credit, (d) otherwise failed to pay over Agent or any other Lender any other
amount required to be paid by it hereunder within three Business Days of the date when due, unless the subject of a good faith dispute, or (e) (i) become or is
insolvent or has a parent company that has become or is insolvent or (ii) become the subject of a bankruptcy or insolvency proceeding, or has had a receiver,
conservator, trustee or custodian appointed for it, or has taken any action in furtherance of, or indicating its consent to, approval of or acquiescence in any
such proceeding or appointment or has a parent company that has become the subject of a bankruptcy or insolvency proceeding, or has had a receiver,
conservator, trustee or custodian appointed for it, or has taken any action in furtherance of, or indicating its consent to, approval of or acquiescence in any
such proceeding or appointment.
1.50 “Deposit Accounts ” shall have the meaning set forth in Article 9 of the UCC.

1.51 “Deposit Account Control Agreement ” shall mean an agreement in writing, in form and substance reasonably satisfactory to Agent, by and among
Agent, Borrowers or Guarantor with a Deposit Account at any bank and the bank at which such Deposit Account is at any time maintained which provides
that such bank will comply with instructions originated by Agent directing disposition of the funds in the Deposit Account without further consent by such
Borrower or Guarantor upon the occurrence of an Event of Default or upon the commencement of a Compliance Period and at all times during the continuance
of such Event of Default or Compliance Period, and has such other terms and conditions as Agent may reasonably require including as to any such agreement
with respect to any Blocked Account, providing that all items received or deposited in the Blocked Accounts are the property of Agent, for itself and the ratable
benefit of the Lenders and the Bank Product Providers and, except as otherwise agreed with the corresponding bank and with such other appropriate or
customary exceptions for agreements of this kind, that the bank has no lien upon, or right to setoff against, the Blocked Accounts, the items received for
deposit therein, or the funds from time to time on deposit
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therein and that the bank will upon the occurrence of an Event of Default or upon the commencement of a Compliance Period and at all times during the
continuance of such Event of Default or Compliance Period, wire, or otherwise transfer, in immediately available funds, on a daily basis to the Agent Payment
Account all funds received or deposited into the Blocked Accounts.

1.52 “Documents ” shall have the meaning set forth in Article 9 of the UCC.
1.53 “E-Payables Agreement ” shall mean that certain Bank of America Corporate Purchasing Card Agreement, dated as of June 7, 2007, by and among
Vitamin Shoppe, VS Direct and Bank of America, N.A.
1.54 “E-Payables Reserve ” shall mean any Reserves implemented by Agent pursuant to clause (b)(ii) of the definition of Obligations related to the EPayables Agreement or any other Trade Payable Credit Program.

1.55 “EBITDA” means, for any period, with respect to any specified Person for any period, Consolidated Net Income for such Person for such period
plus (a) without duplication and to the extent deducted in determining Consolidated Net Income for such period, the sum of (i) Interest Expense for such
period, (ii) income tax expense for such period, (iii) all amounts attributable to depreciation and amortization expense for such period, (iv) any extraordinary
non-cash charges for such period, (v) any non-recurring charges acceptable to Agent for such period, (vi) other non-cash charges for such period (but
excluding any non-cash charge in respect of an item that was included in Net Income in a prior period) and (vii) amortization of deferred rent expense;
provided, that, EBITDA shall be reduced by rent expense paid in cash to the extent not deducted in computing such Consolidated Net Income, minus
(b) without duplication and to the extent included in Consolidated Net Income, (i) any cash payments made during such period in respect of non-cash charges
described in clause (a)(vii) taken in a prior period and (ii) any extraordinary gains and any non-cash items of income for such period, all calculated for Parent
and its Subsidiaries on a consolidated basis in accordance with GAAP.

1.56 “EBITDAR ” means, for any period, with respect to any specified Person for any period, Consolidated Net Income for such Person for such period
plus (a) without duplication and to the extent deducted in determining Consolidated Net Income for such period, the sum of (i) Interest Expense for such
period, (ii) income tax expense for such period, (iii) all amounts attributable to depreciation and amortization expense for such period, (iv) Rent for such
Period, (v) any extraordinary non-cash charges for such period, (vi) any non-recurring charges acceptable to Agent for such period, (vii) other non-cash
charges for such period (but excluding any non-cash charge in respect of an item that was included in Net Income in a prior period) and (viii) amortization of
deferred rent expense; provided, that, EBITDAR shall be reduced by rent expense paid in cash to the extent not deducted in computing such Consolidated Net
Income, minus (b) without duplication and to the extent included in Consolidated Net Income, (i) any cash payments made during such period in respect of
non-cash charges described in clause (a)(vi) taken in a prior period and (ii) any extraordinary gains and any non-cash items of income for such period, all
calculated for Parent and its Subsidiaries on a consolidated basis in accordance with GAAP.

12

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

1.57 “Eligible Credit Card Receivable ” shall mean, the gross amount of Credit Card Receivables of Borrowers that are subject to a valid, first priority
and fully perfected security interest in favor of the Agent for itself and the Secured Parties, which conform to all applicable warranties contained herein, less,
without duplication, (a) the sum of all Credit Card Receivables: (i) for which Agent has not received a Credit Card Acknowledgment within 60 days after the
date hereof if the Credit Card Agreement exists on the date hereof (or if the Credit Card Agreement is entered into after the date hereof, no later than sixty days
after the date of such Credit Card Agreement or such later date as is acceptable to Agent); provided that in the case of Credit Card Receivables owing by
American Express, a Borrower shall use commercially reasonable efforts to obtain a Credit Card Acknowledgement from American Express and in the event,
after such commercially reasonable efforts, a Credit Card Acknowledgement is not obtained from American Express, American Express’ receipt of notice of
Agent’s first priority security interest in the monies due and to become due to a Borrower shall satisfy the requirement for Agent to receive a Credit Card
Acknowledgement with respect to Credit Card Receivables owing by American Express, and (ii) which are unpaid more than five (5) Business Days after the
date of the sale of Inventory giving rise to such Credit Card Receivable, and (b) amounts owing to Credit Card Issuers or Credit Card Processors in connection
with the Credit Card Agreements.
1.58 “Eligible Depository Bank ” means:
(a) Any Lender or any of its Affiliates;

(b) Bank of America, N.A.; or
(c) Any other Person who is a commercial bank or financial institution having total assets in excess of $1,000,000,000; organized under the laws
of any country that is a member of the Basel Accord and the Organization of Economic Cooperation and Development, or a political subdivision of any such
country, so long as such bank or financial institution is acting through a branch or agency located in the United States.

1.59 “Eligible Inventory ” shall mean, as to each Borrower, Inventory of such Borrower consisting of finished goods held for resale in the ordinary
course of the business of such Borrower, that satisfy the criteria set forth below as reasonably determined by Agent. Eligible Inventory shall not include:
(a) work-in-process; (b) raw materials; (c) spare parts for Equipment; (d) packaging and shipping materials; (e) supplies used or consumed in such
Borrower’s business; (f) Inventory located (i) at premises other than a premise which is owned or leased by any Borrower or (ii) in any third party warehouse
or in the possession of a bailee (other than a third Party processor) unless Agent has received a Collateral Access Agreement in respect of such premises on
terms and conditions reasonably satisfactory to Agent (Inventory of any Borrower which is in-transit from any location of Borrower permitted herein to another
such location shall be considered Eligible Inventory, provided, that, it otherwise satisfies the criteria for Eligible Inventory set forth herein and is not in-transit
more than ten (10) consecutive days; provided, further, that, the aggregate amount of Eligible Inventory consisting of in-transit Inventory shall not exceed the
amount equal to ten percent (10%) of the Value of all Inventory of Borrowers at such time); (g) Inventory subject to a security interest or lien in favor of any
Person other than Agent except those permitted in this Agreement that are subject to an
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intercreditor agreement in form and substance satisfactory to Agent between the holder of such security interest or lien and Agent and those liens described in
clause (j) below; (h) bill and hold goods; (i) Inventory which is past its expiration date; (j) Inventory that is not subject to the first priority, valid and perfected
security interest of Agent except in the case of those non-consensual statutory liens described in Section 9.8(c)(i) hereof and landlord, warehouseman or similar
liens (i) in respect of which Agent has established a Reserve (if and only to the extent establishment of a Reserve is permitted by the terms hereof) or (ii) for
which no Reserve is provided by the terms hereof, or (iii) in respect of which premises Agent has received a Collateral Access Agreement pursuant to which the
landlord, warehouseman or bailee, as applicable, has either waived or subordinated its lien on terms and conditions reasonably satisfactory to Agent;
(k) returned Inventory which is not held for sale in the ordinary course of business, (l) damaged and/or defective Inventory; (m) Inventory purchased or sold
on consignment, (n) Inventory located outside the United States of America, unless otherwise approved by Agent in writing; provided, that, Inventory in
Canada shall be deemed Eligible Inventory if Agent has a valid, first priority and fully perfected first priority security interest therein, as determined by Agent,
in its sole discretion, provided, that, such Inventory otherwise satisfies the criteria with respect to Eligible Inventory; and (o) Inventory which may become
subject to the claims of a supplier pursuant to Section 81.1 of the Bankruptcy and Insolvency Act (Canada), R.S.C. 1985, c.B-3, as amended, or any
applicable provincial laws granting revendication or similar rights to unpaid suppliers. The criteria for Eligible Inventory set forth above may only be changed
and any new criteria for Eligible Inventory may only be established by Agent in its good faith based on either: (i) an event, condition or other circumstance
arising after the date hereof, or (ii) an event, condition or other circumstance existing on the date hereof to the extent Agent has no written notice thereof from a
Borrower prior to the date hereof in either case under clause (i) or (ii) which materially and adversely affects or could reasonably be expected to materially and
adversely affect the Inventory, its value or the amount that would be received by Agent from the sale or other disposition or realization upon such Inventory as
determined by Agent in its good faith and commercially reasonable determination. Any Inventory that is not Eligible Inventory shall nevertheless be part of the
Collateral.

1.60 “Eligible Transferee” shall mean (a) any Lender; (b) the parent company of any Lender and/or any Affiliate of such Lender which is at least fifty
(50%) percent owned by such Lender or its parent company; (c) any Person that is engaged in the business of making, purchasing, holding or otherwise
investing in bank loans and similar extensions of credit in the ordinary course of its business and is administered or managed by a Lender or with respect to
any Lender that is a fund which invests in bank loans and similar extensions of credit, any other fund that invests in bank loans and similar extensions of
credit and is managed by the same investment advisor as such Lender or by an Affiliate of such investment advisor, in each case is approved by Agent and,
unless an Event of Default has occurred and is continuing at the time any assignment is effected hereunder, Administrative Borrower (such approval not to be
unreasonably withheld, conditioned or delayed by Administrative Borrower, provided, that, (i) Administrative Borrower’s failure to consent to an assignment
to a “distressed debt” purchaser, a “vulture” fund or other similar assignee or buyer shall not be deemed unreasonable and (ii) no such consent shall be
required in connection with any assignment to another Lender or to an Affiliate of any Lender); and (d) any other commercial bank, financial institution or
“accredited investor” (as defined in Regulation D under the Securities Act of 1933) approved by Agent (such approval not to be unreasonably withheld,
conditioned or delayed) and, unless an Event of
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Default has occurred and is continuing at the time any assignment is effected hereunder, Administrative Borrower, provided, that, (i) neither any Borrower nor
any Guarantor or any Affiliate of any Borrower or Guarantor shall qualify as an Eligible Transferee; (ii) no Person to whom any Indebtedness which is in any
way subordinated in right of payment to any other Indebtedness of any Borrower or Guarantor shall qualify as an Eligible Transferee, except, in each case, as
Agent may otherwise specifically agree; and (iii) a competitor of Borrowers shall not be deemed an “Eligible Transferee” under any circumstances except after
the occurrence of either (A) a Event of Default for non-payment of any principal amount of Obligations owing hereunder or (B) the occurrence of an Event of
Default with respect to any Borrower or Guarantor set forth in Section 10.1(g) or (h) hereof.

1.61 “Environmental Events ” shall have the meaning set forth in Section 9.3(b) hereof.
1.62 “Environmental Laws ” shall mean all foreign, Federal, State and local laws (including common law), rules, codes, licenses, permits (including
any conditions imposed therein), authorizations, legally binding judicial or administrative decisions, injunctions or agreements between Borrower and any
Governmental Authority, (a) relating to pollution and the protection, preservation or restoration of the environment (including air, water vapor, surface water,
ground water, drinking water, drinking water supply, surface land, subsurface land, plant and animal life or any other natural resource), (b) relating to the
exposure of humans to, or the use, storage, recycling, treatment, generation, manufacture, processing, distribution, transportation, handling, labeling,
production, release or disposal, or threatened release, of hazardous, toxic or dangerous substances, materials, and wastes, or (c) imposing requirements with
regard to recordkeeping, notification, disclosure and reporting respecting hazardous, toxic or dangerous substances, materials, and wastes. The term
“Environmental Laws” includes (i) the Federal Comprehensive Environmental Response, Compensation and Liability Act of 1980, the Federal Superfund
Amendments and Reauthorization Act, the Federal Water Pollution Control Act of 1972, the Federal Clean Water Act, the Federal Clean Air Act, the Federal
Resource Conservation and Recovery Act of 1976 (including the Hazardous and Solid Waste Amendments thereto), the Federal Solid Waste Disposal and the
Federal Toxic Substances Control Act, the Federal Insecticide, Fungicide and Rodenticide Act, and the Federal Safe Drinking Water Act of 1974, (ii) applicable
state counterparts to such laws and (iii) any common law or equitable doctrine that imposes liability or obligations for injuries or damages due to, or threatened
as a result of, the presence of or exposure to any hazardous, toxic or dangerous substances, materials, and wastes.
1.63 “Equipment ” shall have the meaning set forth in Article 9 of the UCC and includes, without limitation, as to each Borrower and Guarantor, all of
such Borrower’s and Guarantor’s now owned and hereafter acquired equipment, wherever located, including machinery, data processing and computer
equipment (whether owned or licensed and including embedded software), vehicles, tools, furniture, fixtures, all attachments, accessions and property now or
hereafter affixed thereto or used in connection therewith, and substitutions and replacements thereof, wherever located.
1.64 “ERISA” shall mean the United States Employee Retirement Income Security Act of 1974, as amended, together with all rules, regulations and
interpretations thereunder or related thereto.
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1.65 “ERISA Affiliate ” shall mean any Person required to be aggregated with any Borrower, any Guarantor or any of its or their respective Subsidiaries
under Sections 414(b), 414(c), 414(m) or 414(o) of the Code.
1.66 “ERISA Event ” shall mean (a) any “ reportable event ”, as defined in Section 4043(c) of ERISA or the regulations issued thereunder, with respect to
a Plan, except for any such event with respect to which notice has been waived pursuant to applicable regulations; (b) the adoption of any amendment to a Plan
that would require the provision of security pursuant to Section 401(a)(29) of the Code or Section 307 of ERISA; (c) the existence with respect to any Plan of
an “accumulated funding deficiency ” (as defined in Section 412 of the Code or Section 302 of ERISA), whether or not waived; (d) the filing pursuant to
Section 412 of the Code or Section 303(d) of ERISA of an application for a waiver of the minimum funding standard with respect to any Plan; (e) the
occurrence of a non-exempt “prohibited transaction” with respect to which Borrower, or any of their respective Subsidiaries is a “ disqualified Person ” (within
the meaning of Section 4975 of the Code); (f) a complete or partial withdrawal by Borrower, or any ERISA Affiliate from a Multiemployer Plan or a cessation
of operations which is treated as such a withdrawal or notification that a Multiemployer Plan is in reorganization; (g) the filing of a notice of intent to terminate,
the treatment of a Plan amendment as a termination under Section 4041 or 4041A of ERISA, or the commencement of proceedings by the Pension Benefit
Guaranty Corporation to terminate a Plan; (h) an event or condition which might reasonably be expected to constitute grounds under Section 4042 of ERISA for
the termination of, or the appointment of a trustee to administer, any Plan; (i) the imposition of any liability under Title IV of ERISA, other than the Pension
Benefit Guaranty Corporation premiums due but not delinquent under Section 4007 of ERISA, upon Borrower, or any ERISA Affiliate in an amount that
could reasonably be expected to have a Material Adverse Effect.
1.67 “Eurodollar Rate Loans ” shall mean any Loan or portion thereof on which interest is payable based on the Adjusted Eurodollar Rate in accordance
with the terms hereof.
1.68 “Event of Default ” shall mean the occurrence or existence of any event or condition described in Section 10.1 hereof.
1.69 “Excess Availability” shall mean, the amount, as determined by Agent, calculated at any date, equal to: (a) the lesser of: (i) the Borrowing Base
(without giving effect to any Reserves to reflect outstanding Letters of Credit as provided in Section 2.3(b) ) and (ii) the Maximum Credit, minus (b) the sum of
the aggregate outstanding sum of all Revolving Loans plus all Letter of Credit Obligations.
1.70 “Excess Collateral Availability ” shall mean the amount, as determined by Agent, calculated at any date, equal to: (a) the Borrowing Base (without
giving effect to any Reserves to reflect outstanding Letters of Credit as provided in Section 2.3(b) ), minus (b) the aggregate outstanding sum of: all Revolving
Loans plus all Letter of Credit Obligations.

1.71 “Exchange Act ” shall mean the Securities Exchange Act of 1934, together with all rules, regulations and interpretations thereunder or related thereto.
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1.72 “Existing Credit Agreement ” shall have the meaning assigned to such term in the recitals to this Agreement.
1.73 “Federal Funds Rate ” means, for any day, the weighted average (rounded upwards, if necessary, to the next 1/100 of 1%) of the rates on overnight
Federal funds transactions with members of the Federal Reserve System arranged by Federal funds brokers, as published on the next succeeding Business
Day by the Federal Reserve Bank of New York, or, if such rate is not so published for any day that is a Business Day, the average (rounded upwards, if
necessary, to the next 1/100 of 1%) of the quotations for such day for such transactions received by Agent from three Federal funds brokers of recognized
standing reasonably selected by it.
1.74 “Fee Letter ” shall mean the letter agreement, dated of even date herewith, by and among Borrowers, Guarantors and Agent, setting forth certain fees
payable by Borrowers to Agent for the benefit of itself and Lenders, as the same now exists or may hereafter be amended, modified, supplemented, extended,
renewed, restated or replaced.

1.75 “Financing Agreements ” shall mean, collectively, this Agreement and all notes, guarantees, security agreements, the Pledge Agreements, the
Guarantees, the Deposit Account Control Agreements, the Investment Property Control Agreements, intercreditor agreements and all other agreements,
documents and instruments now or at any time hereafter executed and/or delivered by any Borrower or Guarantor in connection with this Agreement; provided,
that, none of the Senior Secured Note Documents shall be deemed Financing Agreements.
1.76 “Fixed Charge Coverage Ratio ” shall mean, as to any Person for any period, the ratio of: (a) EBITDA for such Person and its Subsidiaries minus
the unfinanced portion of Capital Expenditures paid in cash during such period to (b) Fixed Charges, all calculated for any Person on a consolidated basis in
accordance with GAAP.
1.77 “Fixed Charges” shall mean, with respect to any Person for any period, the sum of, without duplication, (a) all cash Interest Expense paid during
such period (net of interest income of such Person during such period and excluding, to the extent taken into account in the calculation of Interest Expense,
upfront fees, costs and expenses in respect of this Agreement and any other issuance of Indebtedness permitted hereunder and the transactions contemplated
hereby and thereby), plus (b) all prepayments (other than (i) prepayments with respect to the Senior Secured Notes and Permitted Subordinated Indebtedness,
(ii) prepayments made with the proceeds of refinancings of such Indebtedness prepaid to the extent permitted hereunder, (iii) prepayments made with, and
within one-hundred eighty (180) days of receipt of, the net proceeds of new equity capital contributed after the date of this Agreement, and (iv) prepayments of
Indebtedness permitted under Section 9.9(b) required in connection with any disposition or casualty of assets financed and securing such Indebtedness,
which prepayments shall be in an amount not to exceed the net proceeds received as a result of such disposition or casualty event) regularly scheduled
principal payments in respect of Indebtedness for borrowed money and Indebtedness with respect to Capital Leases paid during such period in cash (excluding
the interest component with respect to Indebtedness under Capital Leases), plus (c) all income taxes paid during such period in cash (net of refunds or tax
credits to such Person in respect of income taxes, and excluding income tax on extraordinary or non-recurring gains or
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gains from asset sales outside of the ordinary course of business) plus (d) dividends or distributions paid in cash, all as determined for any Person on a
consolidated basis and in accordance with GAAP.

1.78 “Foreign Lender ” shall mean any Lender that is organized under the laws of a jurisdiction other than that in which a Borrower is resident for tax
purposes. For purposes of this definition, the United States of America, each State thereof and the District of Columbia shall be deemed to constitute a single
jurisdiction.

1.79 “Foreign Subsidiary ” shall mean a Subsidiary of Parent that is organized or incorporated under the laws of any jurisdiction outside of the United
States of America; sometimes being referred to herein collectively as “ Foreign Subsidiaries ”.
1.80 “Funding Bank ” shall have the meaning given to such term in Section 3.3 hereof.

1.81 “GAAP” shall mean generally accepted accounting principles in the United States of America as in effect from time to time as set forth in the
opinions and pronouncements of the Accounting Principles Board and the American Institute of Certified Public Accountants and the statements and
pronouncements of the Financial Accounting Standards Board which are applicable to the circumstances as of the date of determination consistently applied,
except that, for purposes of Section 9.17 and Section 9.24 hereof, GAAP shall be determined on the basis of such principles in effect on the date hereof and
consistent with those used in the preparation of the most recent audited financial statements delivered to Agent prior to the date hereof. If there occurs after the
date of this Agreement any change in GAAP that affects in any respect the calculation of any covenant contained in Section 9.17 and Section 9.24 hereof,
Agent and Borrowers shall negotiate in good faith amendments to the provisions of this Agreement that relate to the calculation of such covenant with the intent
of having the respective positions of the Lenders and Borrowers after such change in GAAP conform as nearly as possible to their respective positions as of
the date of this Agreement and, until any such amendments have been agreed upon, the covenant in Section 9.17 and Section 9.24 hereof shall be calculated as
if no such change in GAAP has occurred.
1.82 “General Intangibles ” shall have the meaning set forth in Article 9 of the UCC.
1.83 “Goods” shall have the meaning set forth in Article 9 of the UCC.
1.84 “Governmental Authority ” shall mean any nation or government, any state, province, or other political subdivision thereof, any central bank (or
similar monetary or regulatory authority) thereof, and any entity exercising executive, legislative, judicial, regulatory or administrative functions of
government.

1.85 “Guarantees ” shall mean (a) that certain Guarantee dated as of September 25, 2009, executed by Parent and VS Direct in favor of Agent, Lenders
and the other Secured Parties and (b) that certain Guarantee dated as of September 25, 2009, executed by Parent and Vitamin Shoppe in favor of Agent,
Lenders and the other Secured Parties, as the same may be amended, restated or otherwise modified from time to time.
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1.86 “Guarantors ” shall mean, collectively, the following (together with their respective successors and assigns): (a) Parent and (b) any other Subsidiary
of Vitamin Shoppe that at any time after the date hereof becomes party to a guarantee in favor of Agent or any Lender or otherwise liable on or with respect to
the Obligations (other than Borrowers) (each a “ Subsidiary Guarantor ”); each sometimes being referred to herein individually as a “ Guarantor ”; provided,
that, if at any time after the date hereof, a Guarantor which is directly or indirectly wholly owned by Parent shall own any assets that would constitute Eligible
Inventory if owned by a Borrower, upon Administrative Borrower’s request, such Guarantor shall cease to be a Guarantor hereunder and shall be deemed a
Borrower effective on the date of the confirmation by Agent to Administrative Borrower that Agent has received such request and that Agent has received an
appraisal with respect to such Inventory and conducted a field examination with respect thereto, the results of which are satisfactory to Agent in good faith, or
alternatively, at Agent’s option, Agent shall received such information with respect thereto as Agent may in its good faith require.
1.87 “Hazardous Materials ” shall mean any hazardous, toxic or dangerous substances, materials and wastes, including petroleum hydrocarbons,
flammable explosives, asbestos, urea formaldehyde insulation, radioactive materials, polychlorinated biphenyls, pesticides, herbicides and any other kind
and/or type of pollutants or contaminants, sewage, sludge, industrial slag, solvents and/or any other substances, materials or wastes that are or become
regulated under any Environmental Law (including any that are or become classified as hazardous or toxic under any Environmental Law).
1.88 “Hedge Agreement ” shall mean an agreement between any Borrower or Guarantor and a third party (including without limitation a Bank Product
Provider) that is a rate swap agreement, basis swap, forward rate agreement, commodity swap, forward commodity contracts, equity or equity index swaps or
options, bond or bond price or bond index swaps or options, forward bond or forward bond price or forward bond index transactions, interest rate options,
forward foreign exchange agreement, spot foreign exchange agreement, rate cap agreement rate, floor agreement, rate collar agreement, currency swap agreement,
cross-currency rate swap agreement, currency option, any other similar agreement (including any option to enter into any of the foregoing or a master agreement
for any the foregoing together with all supplements thereto) for the purpose of protecting against or managing exposure to fluctuations in interest or exchange
rates, currency valuations or commodity prices; sometimes being collectively referred to herein as “ Hedge Agreements ”.

1.89 “Increased Reporting Period ” means any period commencing on the first date on which Excess Availability is less than $7,500,000 for three
(3) consecutive days, and continuing until the date that both (a) Excess Availability exceeds $7,500,000 for sixty (60) consecutive days and (b) no Default or
Event of Default then exists and is continuing.
1.90 “Indebtedness ” shall mean, with respect to any Person, any liability, whether or not contingent, (a) in respect of borrowed money (whether or not
the recourse of the lender is to the whole of the assets of such Person or only to a portion thereof) or evidenced by bonds, notes, debentures or similar
instruments; (b) representing the balance deferred and unpaid of the purchase price of any property or services (except any such balance that constitutes an
account payable to a trade creditor (whether or not an Affiliate) created, incurred, assumed or guaranteed

19

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

by such Person in the ordinary course of business of such Person; (c) all obligations as lessee under leases which have been, or should be, in accordance with
GAAP recorded as Capital Leases; (d) any contractual obligation, contingent or otherwise, of such Person to pay or be liable for the payment of any
indebtedness described in this definition of another Person, including, any such indebtedness, directly or indirectly guaranteed, or any agreement to purchase,
repurchase, or otherwise acquire such indebtedness, obligation or liability or any security therefor, or to provide funds for the payment or discharge thereof, or
to maintain solvency, assets, level of income, or other financial condition; (e) all obligations with respect to redeemable stock and redemption or repurchase
obligations under any Capital Stock or other equity securities issued by such Person; (f) all reimbursement obligations and other liabilities of such Person
with respect to surety bonds (whether bid, performance or otherwise), letters of credit, banker’s acceptances, drafts or similar documents or instruments
issued for such Person’s account other than bonds to stay execution of a judgment on appeal; (g) all indebtedness of such Person in respect of indebtedness of
another Person for borrowed money or indebtedness of another Person otherwise described in this definition which is secured by any consensual lien, security
interest, collateral assignment, conditional sale, mortgage, deed of trust, or other encumbrance on any asset of such Person, whether or not such obligations,
liabilities or indebtedness are assumed by or are a personal liability of such Person, all as of such time; (h) all obligations, liabilities and indebtedness of such
Person (marked to market) arising under swap agreements, cap agreements and collar agreements and other agreements or arrangements designed to protect
such Person against fluctuations in interest rates or currency or commodity values or other Hedge Agreements; (i) indebtedness of any partnership or joint
venture in which such Person is a general partner or a joint venturer to the extent such Person is liable therefor as a result of such Person’s ownership interest in
such entity, except to the extent that the terms of such indebtedness expressly provide that such Person is not liable therefor or such Person has no liability
therefor as a matter of law, (j) all sales by such Person (except for sales without recourse to such Person) of (i) Accounts or General Intangibles for money due
or to become due, (ii) Chattel Paper, Instruments or documents creating or evidencing a right to payment of money or (iii) other receivables whether pursuant to
a purchase facility or otherwise, other than in connection with the disposition of the business operations of such Person relating thereto or a disposition of
defaulted receivables for collection and not as a financing arrangement, and together with any obligation of such Person to pay any discount, interest, fees,
indemnities, penalties, recourse, expenses or other amounts in connection therewith, and (k) the principal and interest portions of all rental obligations of such
Person under any synthetic lease or similar off-balance sheet financing where such transaction is considered to be indebtedness for borrowed money for tax
purposes but is classified as an operating lease in accordance with GAAP.

1.91 “Indemnitee ” shall have the meaning set forth in Section 11.6 hereof.
1.92 “Information Certificate ” shall mean the Information Certificate of Borrowers and Guarantor constituting Exhibit B hereto containing material
information with respect to Borrowers and Guarantors, their respective businesses and assets provided by or on behalf of Borrowers and Guarantors to Agent
in connection with the preparation of the Existing Credit Agreement and the other Financing Agreements and the financing arrangements provided for herein.
1.93 “Instruments ” shall have the meaning set forth in Article 9 of the UCC.
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1.94 “Intellectual Property ” shall mean, as to each Borrower and Guarantor, such Borrower’s and Guarantor’s now owned and hereafter arising or
acquired: patents, patent rights, patent applications (including all inventions and improvements described and claimed therein), copyrights, works which are
the subject matter of copyrights, copyright applications, copyright registrations, trademarks, servicemarks, trade names, trade dress, trade styles, trademark
and service mark applications, and licenses and rights to use any of the foregoing and all applications, registrations and recordings relating to any of the
foregoing as may be filed in the United States Copyright Office, the United States Patent and Trademark Office or in any similar office or agency of the
United States, any State thereof, any political subdivision thereof or in any other country or jurisdiction, together with all rights and privileges arising under
applicable law with respect to any Borrower’s or Guarantor’s use of any of the foregoing; all extensions, renewals, reissues, divisions, continuations, and
continuations-in-part of any of the foregoing; and payments now or hereafter due or payable with respect thereto, including, without limitation, damages,
claims, and payments for past and future infringement thereof, all rights to sue for past, present and future infringement of any of the foregoing; inventions,
trade secrets, formulae, processes, compounds, drawings, designs, blueprints, surveys, reports, manuals, and operating standards; goodwill (including any
goodwill associated with any trademark or servicemark, or the license of any trademark or servicemark); customer and other lists in whatever form
maintained; trade secret rights, copyright rights, rights in works of authorship, domain names and internet domain name registration; software and contract
rights relating to computer software programs, in whatever form created or maintained.

1.95 “Intercreditor Agreement ” shall mean the Intercreditor Agreement, dated as of November 15, 2005, by and among Agent, as successor to Wachovia
Bank, National Association under and pursuant to that certain Intercreditor Agreement Joinder dated as of September 25, 2009, and Senior Secured Note
Trustee (on behalf of the holders of the Senior Secured Notes), as acknowledged and agreed to by Borrowers and Guarantors, as the same now exists or may
hereafter be amended, modified, supplemented, extended, renewed, restated or replaced in accordance with its terms.
1.96 “Interest Expense ” shall mean, for any period, as to any Person, as determined on a consolidated basis in accordance with GAAP, the total interest
expense of such Person, whether paid or accrued during such period (including the interest component of Capital Leases for such period), including,
discounts in connection with the sale of any Accounts and bank fees, commissions, discounts and other fees and charges owed with respect to letters of credit,
banker’s acceptances or similar instruments, losses, fees, net costs and early termination costs under Hedging Agreements, amortization or write-off of debt
discounts and debt issuance costs and commissions, and other discounts and other fees and charges associated with Indebtedness.
1.97 “Interest Period ” shall mean for any Eurodollar Rate Loan, a period of approximately one (1), two (2), three (3) or six (6) months duration as any
Borrower (or Administrative Borrower on behalf of such Borrower) may elect, the exact duration to be determined in accordance with the customary practice in
the applicable Eurodollar Rate market; provided, that, such Borrower (or Administrative Borrower on behalf of such Borrower) may not elect an Interest
Period which will end after the Maturity Date; provided, further, that (a) if any Interest Period would end on a day other than a Business Day, such Interest
Period shall be extended to the next succeeding Business Day unless such next succeeding Business Day would
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fall in the next calendar month, in which case such Interest Period shall end on the next preceding Business Day and (b) any Interest Period that commences on
the last Business Day of a calendar month (or on a day for which there is no numerically corresponding day in the last calendar month of such Interest Period)
shall end on the last Business Day of the last calendar month of such Interest Period. For purposes hereof, the date of a Eurodollar Rate Loan initially shall be
the date on which such Eurodollar Rate Loan is made and thereafter shall be the effective date of the most recent conversion or continuation of such Eurodollar
Rate Loan.

1.98 “Interest Rate ” shall mean,
(a)

Subject to clause (b) of this definition below:

(i) as to ABR Loans, a rate equal to the then Applicable Margin for ABR Loans on a per annum basis plus the Alternate Base Rate, and
(ii) as to Eurodollar Rate Loans, a rate equal to the then Applicable Margin for Eurodollar Rate Loans on a per annum basis plus the
Adjusted Eurodollar Rate.
Notwithstanding anything to the contrary contained herein, Agent may, at its option, and Agent shall, at the direction of the Required Lenders, increase
the Applicable Margin otherwise used to calculate the Interest Rate for ABR Loans and Eurodollar Rate Loans by two (2%) percent per annum: (A) for the
period (1) from and after the effective date of termination or non-renewal hereof until Agent and Lenders have received full and final payment of all outstanding
and unpaid Obligations which are not contingent and cash collateral or letter of credit, as Agent may specify, in the amounts and on the terms required under
Section 13.1 hereof for contingent Obligations (notwithstanding entry of a judgment against any Borrower or Guarantor) and (2) from and after the date of the
occurrence of an Event of Default and for so long as such Event of Default is continuing and (B) on Revolving Loans at any time outstanding in excess of the
Borrowing Base (whether or not such excess(es) arise or are made with or without the knowledge or consent of Agent or any Lender and whether made before or
after an Event of Default). Notwithstanding the forgoing or anything to the contrary contained herein, during the occurrence and continuance of an Event of
Default described in Section 10.1(g) or Section 10.1(h) , the Applicable Margin otherwise used to calculate the Interest Rate for ABR Loans, Eurodollar Rate
Loans and any other amount outstanding hereunder shall automatically increase by two (2%) percent per annum, in each case without presentment, demand,
protest or other notice of any kind, all of which are hereby waived by each Borrower and Guarantor for the period from and after the date of the occurrence of
such Event of Default and for so long as such Event of Default is continuing.

1.99 “Inventory” shall have the meaning set forth in Article 9 of the UCC and includes, without limitation, as to each Borrower and Guarantor, all of
such Borrower’s and Guarantor’s now owned and hereafter existing or acquired goods, wherever located, which (a) are leased by such Borrower or Guarantor
as lessor; (b) are held by such Borrower or Guarantor for sale or lease or to be furnished under a contract of service; (c) are furnished by such Borrower or
Guarantor under a contract of service; or (d) consist of raw materials, work in process, finished goods or materials used or consumed in its business.
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1.100 “Inventory Reserves ” shall mean the reserves described in clauses (i) , (ii), (viii), (x), (xi) and (xii) of the definition of “Reserves”.

1.101 Investment Property ” shall have the meaning set forth in Article 9 of the UCC.
1.102 “Investment Property Control Agreement ” shall mean an agreement in writing, in form and substance reasonably satisfactory to Agent, by and
among Agent, any Borrower or Guarantor (as the case may be) and any securities intermediary, commodity intermediary or other Person who has custody,
control or possession of any Investment Property of such Borrower or Guarantor acknowledging that such securities intermediary, commodity intermediary or
other Person has custody, control or possession of such Investment Property on behalf of Agent that it will comply with entitlement orders originated by Agent
after the occurrence and during the continuance of an Event of Default with respect to such Investment Property, or other instructions of Agent, and has such
other terms and conditions as Agent may reasonably require.
1.103 “IPC Affiliates ” shall mean Irving Place Capital Management, L.P. and its Subsidiaries and each of their respective portfolio companies.
1.104 “Issuing Bank ” shall mean Chase.

1.105 “Landlord Lien States ” shall mean the States of Washington and Virginia and the Commonwealth of Pennsylvania and such other states,
provinces or jurisdictions in which a landlord’s claim for rent (including a portion of rent) has or may have priority by operation of applicable law over the
lien of the Agent on behalf of the Secured Parties in any of the Collateral.
1.106 “Lenders” shall mean the financial institutions who are signatories hereto as Lenders and other Persons made a party to this Agreement as a
Lender in accordance with Section 13.7 hereof, and their respective successors and assigns; each sometimes being referred to herein individually as a
“Lender”.
1.107 “Letter of Credit Documents ” shall mean, with respect to any Letter of Credit, such Letter of Credit, any amendments thereto, any documents
delivered in connection therewith, any application therefor, and any agreements, instruments, guarantees or other documents (whether general in application or
applicable only to such Letter of Credit) governing or providing for (a) the rights and obligations of the parties concerned or at risk or (b) any collateral
security for such obligations.
1.108 “Letter of Credit Limit ” shall mean $10,000,000.

1.109 “Letter of Credit Obligations ” shall mean, at any time and without duplication, the sum of (a) the aggregate undrawn amount of all Letters of
Credit outstanding at such time, plus (b) the aggregate amount of all drawings under Letters of Credit for which Issuing Bank has not at such time been
reimbursed, plus (c) the aggregate amount of all payments made by each Revolving Lender to Issuing Bank with respect to such Revolving Lender’s
participation in Letters of Credit as provided in Section 2.2 for which Borrowers have not at such time reimbursed the Revolving Lenders, whether by way of
a Revolving Loan or otherwise.
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1.110 “Letter-of-Credit Rights ” shall have the meaning set forth in Article 9 of the UCC.

1.111 “Letters of Credit ” shall mean all letters of credit (whether documentary or stand-by and whether for the purchase of Inventory, Equipment or
otherwise) issued by an Issuing Bank for the account of any Borrower pursuant to this Agreement or the Existing Credit Agreement, and all amendments,
renewals, extensions or replacements thereof.
1.112 “License Agreements ” shall have the meaning set forth in Section 8.11 hereof.
1.113 “Loans” shall mean the Term Loans and the Revolving Loans. “ Loan” shall mean any one of the Term Loans or Revolving Loans.
1.114 “London Interbank Offered Rate ” shall mean, with respect to any Eurodollar Rate Loan for the Interest Period applicable thereto, the rate of interest
per annum (rounded upwards, if necessary, to the nearest 1/100 of 1%) appearing on Reuters Screen LIBOR01 Page (or any successor or substitute page of
such service, or any successor to or substitute for such service, providing rate quotations comparable to those currently provided on such page of such
service, as reasonably determined by Agent from time to time for purposes of providing quotations of interest rates applicable to dollar deposits in the London
interbank market) as the London interbank offered rate for deposits in U.S. Dollars at approximately 11:00 A.M. (London time) two (2) Business Days prior
to the first day of such Interest Period for a term comparable to such Interest Period; provided, that, if more than one rate is specified on Reuters Screen
LIBOR01 Page, the applicable rate shall be the arithmetic mean of all such rates. If, for any reason, such rate is not available, the term “London Interbank
Offered Rate” shall mean, with respect to any Eurodollar Loan for the Interest Period applicable thereto, the rate of interest per annum (rounded upwards, if
necessary, to the nearest 1/100 of 1%) at which dollar deposits in the amount of the Eurodollar Rate Loan being made, continued or converted and for a
maturity comparable to such Interest Period are offered by the principal London office of Agent in immediately available funds in the London interbank
market at approximately 11:00 a.m. (London time) two (2) Business Days prior to the commencement of such Interest Period.

1.115 “Major Material Adverse Change ” means the occurrence of an event or circumstance (a) that could reasonably be expected to result in the cessation
of all or a substantial portion of the business of Borrowers and Guarantors, taken as a whole, or (b) that could reasonably be expected to result in Borrowers
and Guarantors, taken as a whole, being unable to timely repay the Obligations in accordance with the terms of the Financing Agreements; provided, however,
that a Major Material Adverse Change shall not be deemed to include any event or occurrence relating to or caused by (i) a general economic down turn or any
other changes in the economy generally, (ii) changes affecting the retail industry generally or the vitamins, minerals, herbs, supplements, sports nutrition or
other health and wellness products industry in particular, (iii) the outbreak or escalation of hostilities involving the United States or the declaration by the
United States of a national emergency or war or acts of terrorists or threats thereof, (iv) the occurrence of any other calamity or crisis or any change in
financial, political or economic conditions in the United States or elsewhere or (v) any fire, flood, typhoon, tornado or other Act of God.
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1.116 “Manual Sweeping Accounts ” shall mean the following Deposit Accounts maintained by Borrowers with each of banks set forth in each case:
(1) Bank of America, N.A. account number 5491548969, (2) TD Bank, N.A. account number 7916199933, (3) JPMorgan Chase Bank, N.A account
number 647540541, (4) Regions Bank account number 61-0254-5438, (5) US Bank account number 182355652237, s(6) Key Bank account number
359681180048, (7) Suntrust Bank account number 1000039363006, (8) PNC Bank account number 8026248844, (9) Chevy Chase Bank account number
1074300114, (10) Bank of America, N.A. account number 550586498, (11) JPMorgan Chase Bank, N.A account number 680635455, (12) Bank of the
West account number 898-000039, (13) US Bank account number 153656392567, (14) Key Bank account number 359681086906, and (15) American
Savings Bank account number 8002703561.
1.117 “Material Adverse Effect ” shall mean a material adverse effect on (a) the financial condition, business, performance or operations of Borrowers
taken as a whole or of Borrowers and the Guarantors taken as a whole; (b) the legality, validity or enforceability of this Agreement, the Deposit Account
Control Agreements, the Pledge Agreements, the Guarantees, or any of the other material Financing Agreements; (c) the legality, validity, enforceability,
perfection or priority of the security interests and liens of Agent upon the Collateral; (d) the Collateral (taken as a whole) or its value; (e) the ability of
Borrowers (taken as a whole) to repay the Obligations or of Borrowers (taken as a whole) to perform their obligations under this Agreement or any of the other
Financing Agreements as and when to be performed; or (f) the ability of Agent or any Lender to enforce the Obligations or realize upon the Collateral or
otherwise with respect to the material rights and remedies of Agent and Lenders under this Agreement or any of the other Financing Agreements.
1.118 “Material Contract ” shall mean any contract or other agreement (other than the Financing Agreements, the Senior Secured Note Documents and the
Credit Card Agreements), whether written or oral, to which any Borrower or Guarantor is a party as to which the breach, nonperformance, cancellation or
failure to renew by any party thereto (unless a replacement Material Contract has been entered into either prior to or contemporaneously with the date of such
termination or cancellation) would have a Material Adverse Effect.
1.119 “Maturity Date ” shall mean September 25, 2015 or any earlier date (a) on which the Revolving Commitments are reduced to zero or otherwise
terminated pursuant to the terms hereof or (b) commencing on August 15, 2012, on which the sum of the then outstanding balance and all other obligations
owing under the Senior Secured Notes is greater than the sum of (i) Borrowers’ then available cash and Cash Equivalents plus (ii) Excess Availability (but
only to the extent that Borrowers are permitted to (A) borrow such amount at such time under the terms of this Agreement including, without limitation,
Section 4.2 hereof and (B) make a repayment or prepayment in full of the Senior Secured Notes pursuant to Section 9.23 hereof).
1.120 “Maximum Credit ” shall mean, for the Revolving Loans, the amount of $70,000,000 (subject to adjustment as provided in Section 2.4 and as
provided in the definition of Reserves).

1.121 “Multiemployer Plan ” shall mean a “ multi-employer plan ” as defined in Section 4001(a)(3) of ERISA which is contributed to by any Borrower,
Guarantor or any ERISA
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Affiliate or with respect to which any Borrower, Guarantor or any ERISA Affiliate may reasonably be expected to incur any liability.

1.122 “Net Income ” shall mean, with respect to any specified Person, the net income (loss) of such Person, determined in accordance with GAAP and
before any reduction in respect of preferred stock dividends, excluding, however;
(a) any gain or loss, together with any related provision for taxes on such gain or loss, realized in connection with (i) any Asset Sale (as such term
is defined in the Senior Secured Note Indenture); or (ii) the disposition of any Securities by such Person or any of its Subsidiaries or the extinguishment of
any Indebtedness of such Person or any of its Subsidiaries; and
(b) any extraordinary gain or loss, together with any related provision for taxes on such extraordinary gain or loss.

1.123 “Net Recovery Percentage ” shall mean with respect to finished goods Inventory, the fraction, expressed as a percentage, (a) the numerator of which
is the amount equal to the amount of the recovery in respect of the Inventory at such time on a “net orderly liquidation value” basis as set forth in the most
recent acceptable appraisal of Inventory received by Agent in accordance with Section 7.3 , net of operating expenses, liquidation expenses and commissions,
and (b) the denominator of which is the applicable original cost of the aggregate amount of such Inventory subject to such appraisal.

1.124 “Obligations ” shall mean
(a) any and all Loans, Letter of Credit Obligations and all other obligations, liabilities and indebtedness of every kind, nature and description
owing by any or all of Borrowers to Agent or any Lender, including principal, interest, charges, fees, costs and expenses, however evidenced, whether as
principal, surety, endorser, guarantor or otherwise, arising under this Agreement or any of the other Financing Agreements, whether now existing or hereafter
arising, whether arising before, during or after the initial or any renewal term of this Agreement or after the commencement of any case with respect to such
Borrower under the United States Bankruptcy Code, the Bankruptcy and Insolvency Act (Canada), the Companies’ Creditors Arrangement Act (Canada) or
any similar statute (including the payment of interest and other amounts which would accrue and become due but for the commencement of such case, whether
or not such amounts are allowed or allowable in whole or in part in such case), whether direct or indirect, absolute or contingent, joint or several, due or not
due, primary or secondary, liquidated or unliquidated, or secured or unsecured and

(b) for purposes only of Section 5.1 hereof and subject to the priority in right of payment set forth in Section 6.4 hereof, upon Administrative
Borrower’s request (which request may be evidenced by its signature on the agreement referred to in clause (i) below) and with the prior consent of Agent, all
obligations, liabilities and indebtedness of every kind, nature and description owing by any or all of Borrowers or Guarantors to Agent or any Bank Product
Provider arising under or pursuant to any Bank Products or to Bank of America, N.A. arising under the E-Payables Agreement, in each case whether now
existing or hereafter arising to the
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extent such obligations, liabilities and indebtedness would not cause the total amount of the Obligations to exceed the value of the Collateral, provided, that,

(i) as to any such obligations, liabilities and indebtedness arising under or pursuant to a Hedge Agreement with a Bank Product Provider,
the same shall only be included within the Obligations if upon Agent’s and Administrative Borrower’s request, Agent shall have entered into an agreement, in
form and substance reasonably satisfactory to Agent ( provided that any such agreement between a Borrower and Chase and/or its Affiliates shall be deemed to
be acceptable and obligations, liabilities and indebtedness thereunder shall automatically be included within the Obligations), with the Bank Product Provider
that is a counterparty to such Hedge Agreement, as acknowledged and agreed to by Borrowers and Guarantors, providing for the delivery to Agent by such
counterparty of information with respect to the amount of such obligations and providing for the other rights of Agent and such Bank Product Provider in
connection with such arrangements,

(ii) as to any such obligations, liabilities and indebtedness arising under or pursuant to the E-Payables Agreement, such obligations,
liabilities and indebtedness owing to Bank of America, N.A. thereunder shall constitute Obligations entitled to the benefits of the security interest of Agent
granted hereunder, provided, that (A) such obligations, liabilities and indebtedness considered Obligations hereunder shall not exceed $10,000,000 in the
aggregate at any time outstanding, (B) Administrative Borrower shall instruct and cause Bank of America, N.A. to deliver to Agent, monthly, a summary of
the amount of the obligations, liabilities and indebtedness owing to Bank of America, N.A. under and pursuant to the E-Payables Agreement as Agent may
reasonably request, (C) Agent may, at its option, establish a Reserve with respect to the amount of the reported obligations, liabilities and indebtedness owing
to Bank of America, N.A. under and pursuant to the E-Payables Agreement and (D) Bank of America, N.A. shall not have any voting rights under this
Agreement or any other Financing Agreement as a result of the existence of Obligations owing to it under and pursuant to the E-Payables Agreement,
(iii) Administrative Borrower and any Bank Product Provider (other than Chase and its Affiliates), shall have delivered written notice to
Agent that (A) such Bank Product Provider has entered into a transaction to provide Bank Products to a Borrower and Guarantor and (B) the obligations
arising pursuant to such Bank Products provided to Borrowers and Guarantors constitute Obligations entitled to the benefits of the security interest of Agent
granted hereunder, and Agent shall have accepted such notice in writing and
(iv) in no event shall any Bank Product Provider to whom such obligations, liabilities or indebtedness are owing be deemed a Lender for
purposes hereof to the extent of and as to such obligations, liabilities or indebtedness other than for purposes of Section 5.1 hereof and other than for purposes
of Sections 12.1 , 12.2, 12.3(b), 12.6, 12.7, 12.9, 12.12 and 13.6 hereof and in no event shall such obligations be included in the Obligations to the extent
that the effect is that the value of the Collateral (as determined by Agent) is less than the amount of the Obligations and in no event shall the approval of any
such Person be required in connection with the release or termination of any security interest or lien of Agent.
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1.125 “Other Taxes” shall have the meaning given to such term in Section 6.5(b) hereof.
1.126 “Parent” shall mean VS Holdings, Inc., a Delaware corporation, and its successors and assigns.
1.127 “Participant ” shall mean any Person that acquires and holds a participation in the interest of any Lender in any of the Loans and Letters of Credit
in conformity with the provisions of Section 13.7 of this Agreement governing participations.
1.128 “Permitted Acquisitions ” shall mean the purchase by a Borrower or Guarantor after the date hereof of all or a substantial portion of all of the
assets of any Person or a business or division of such Person (including pursuant to a merger with such Person or the formation of a wholly owned
Subsidiary solely for such purpose that is merged with such Person) or of all or a majority of the Capital Stock (such assets or Person being referred to herein
as the “Acquired Business ”) and in one or a series of transactions that satisfies each of the following conditions as reasonably determined by Agent:
(a) Agent shall have received not less than five (5) Business Days’ prior written notice of the proposed acquisition and such information with
respect thereto as Agent may request, in each case with such information to include (i) the proposed date and amount of the acquisition, (ii) the total purchase
price for the assets to be purchased (and the terms of payment of such purchase price), and (iii) with respect to the purchase of an Acquired Business, the
aggregate consideration to be paid in respect of which exceeds $5,000,000 (each such acquisition being a “ Material Permitted Acquisition ”), (A) a summary of
the due diligence undertaken by Borrowers in connection with such acquisition and (B) a description of the assets or shares to be acquired,
(b) With respect to a Material Permitted Acquisition, Agent shall have received: (i) the most recent annual and interim financial statements with
respect to the Acquired Business, (ii) projections for Parent and its Subsidiaries through the Maturity Date, on a monthly basis for the first year after the
acquisition and on an annual basis thereafter, giving pro forma effect to such acquisition, based on assumptions reasonably satisfactory to Agent and
demonstrating pro forma compliance with all financial covenants set forth in this Agreement, prepared in good faith an in a manner and using such
methodology as is consistent with the most recent financial statements delivered to Agent pursuant to Section 9.6 hereof and in form and substance reasonably
satisfactory to Agent, and (iii) current, updated projections of the amount of the Borrowing Base and Excess Availability for the twelve (12) month period after
the date of such acquisition, in a form reasonably satisfactory to Agent, representing Borrowers’ reasonable best estimate of the future Borrowing Base and
Excess Availability for the period set forth therein as of the date not more than ten (10) days prior to the date of such acquisition, which projections shall have
been prepared on the basis of the assumptions set forth therein which Borrowers believe are fair and reasonable as of the date of preparation in light of current
and reasonably foreseeable business conditions,

(c) if EBITDA of the Acquired Business for the most recently ended twelve (12) month period for which financial information is available is
negative, then Administrative Borrower shall have provided Agent with projections, in form and substance reasonably
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satisfactory to Agent, showing Excess Availability for each month of the twelve (12) month period after the date of such acquisition of at least $10,000,000,

(d) Agent shall have received true, correct and complete copies of all agreements, documents and instruments relating to such acquisition, which
documents, in the case of a Material Permitted Acquisition, shall be reasonably satisfactory to Agent,
(e) Agent shall have received a certificate of the chief financial officer or chief executive officer of Administrative Borrower on behalf of
Administrative Borrower certifying to Agent and Lenders as to the matters set forth in this definition,

(f) Credit Card Receivables and Inventory of the Acquired Business shall only be Eligible Credit Card Receivables and Eligible Inventory to the
extent that (i) such Credit Card Receivables and Inventory are owned by a Borrower, (ii) Agent has conducted and completed a field examination and appraisal
with respect thereto and (iii) the criteria for Eligible Credit Card Receivables and Eligible Inventory set forth herein are satisfied with respect thereto in
accordance with this Agreement (or such other or additional criteria as Agent may, at its option, establish with respect thereto in accordance with this Agreement
and subject to such Reserves as Agent may establish in connection with the Acquired Business),

(g) the Acquired Business, if a Person, shall be an operating company that engages in a Permitted Business,
(h) after giving effect to all payments or other consideration paid in respect of such acquisition, the aggregate amount of all payments made or
other consideration (whether in the form of cash, property or assumption of Indebtedness, but exclusive of earn-outs and Capital Stock of Parent which is not
redeemable prior to the 180 th day after the Maturity Date) delivered in connection with all Permitted Acquisitions, in the aggregate shall not exceed $25,000,000
(exclusive of cash and Cash Equivalents of the Acquired Business),
(i) Agent shall have received all items required by Sections 5.2 and 9.23 in connection with the Acquired Business to the extent required under

such Sections,
(j) in the case of the acquisition of the Capital Stock of another Person, the board of directors (or other comparable governing body) of such other
Person shall have duly approved such acquisition and such Person shall not have announced that it will oppose such acquisition or shall not have commenced
any action which alleges that such acquisition will violate applicable law,

(k) Excess Availability shall have been not less than $10,000,000 ( provided, that, after giving effect to each $5,000,000 increase (or decrease) in
the amount of the Maximum Credit pursuant to Section 2.4 hereof, the Excess Availability threshold requirement set forth in this clause (k) shall be increased
(or decreased, as applicable) by $1,000,000, such that in the event the Maximum Credit is increased to $75,000,000, at all times thereafter, the Excess
Availability threshold requirement set forth in this clause (k) shall be $15,000,000) as of the date of such acquisition both prior to and after giving effect to
such acquisition and any payment(s) made in respect of such acquisition, on a pro forma basis using the most recent calculation of the Borrowing Base
immediately prior to such acquisition or payment, and
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(l) no Event of Default shall exist or have occurred as of the date of the acquisition both prior to and after giving effect to such acquisition and any
payment(s) made in respect of such acquisition.

1.129 “Permitted Business ” shall mean any business engaged in by any of the Borrowers on the date hereof, and any business or other activities that
are reasonably similar, ancillary, complementary or related to, or a reasonable extension, development or expansion of, the businesses in which the Borrowers
are engaged as of the date hereof.
1.130 “Permitted Holders ” shall mean the Persons listed on Schedule 1.130 hereto.

1.131 “Permitted Subordinated Indebtedness ” means Indebtedness of Borrowers; provided, that (a) such Indebtedness does mature or require any
scheduled payments of principal prior to September 25, 2016, (b) such Indebtedness bears no greater than a market interest rate as of the time of its issuance
or incurrence (as determined in good faith by Borrowers), (c) no indenture or other agreement governing such Indebtedness contains (i) maintenance financial
covenants or (ii) covenants or events of default that are more restrictive on Borrowers or any of its subsidiaries than those contained in this Agreement or the
Senior Secured Note Documents, (d) after giving effect to the issuance or incurrence of such Indebtedness on a pro forma basis, Borrowers shall be in
compliance with all covenants set forth in this Agreement, including, without limitation, Section 9.17 hereof as of the last day of the applicable period (for
purposes of Section 9.17 , as if such Indebtedness, and all other Permitted Subordinated Indebtedness issued or incurred since the first day of such applicable
period, had been issued or incurred on the first day of such applicable period), (e) the payment of such Indebtedness and, to the extent such Indebtedness is
secured, the Liens securing such Indebtedness are subordinated to the payment of and the Liens securing the Obligations to the written satisfaction of Agent (as
determined in its sole discretion), and (f) the aggregate outstanding principal amount of such Indebtedness together with the then outstanding amount of any
Indebtedness permitted under Section 9.9(i) hereof shall not exceed $170,000,000.
1.132 “Person” or “person” shall mean any individual, sole proprietorship, partnership, corporation (including any corporation which elects
subchapter S status under the Code), limited liability company, limited liability partnership, business trust, unincorporated association, joint stock
corporation, trust, joint venture or other entity or any government or any agency or instrumentality or political subdivision thereof.
1.133 “Plan” shall mean an employee pension benefit plan (as defined in Section 3(2) of ERISA) which Borrower or any Guarantor or, solely with
respect to an employee benefit plan subject to Title IV of ERISA, an ERISA Affiliate sponsors or to which it contributes, or a Multiemployer Plan.
1.134 “Pledge Agreements ” shall mean (a) that certain Stock Pledge Agreement dated as of September 25, 2009, executed by Parent in favor of Agent and
(b) that certain Stock Pledge Agreement dated as of September 25, 2009, executed by Vitamin Shoppe in favor of Agent , as the same may be amended,
restated or otherwise modified from time to time.
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1.135 “PPSA” shall mean the Personal Property Security Act as in effect in the Province of Ontario, the Civil Code of Quebec as in effect in the
Province of Quebec or any other Canadian Federal or Provincial statute pertaining to the granting, perfecting, priority or ranking of security interests, liens,
hypothecs on personal property, and any successor statutes, together with any regulations thereunder, in each case as in effect from time to time. References to
sections of the PPSA shall be construed to also refer to any successor sections.
1.136 “Prime Rate ” shall mean the rate of interest per annum publicly announced from time to time by Chase, or its successors, as its prime rate at its
offices at 270 Park Avenue in New York City; whether or not such announced rate is the best rate available at such bank. Each change in the Prime Rate shall
be effective from and including the date such change is publicly announced as being effective.
1.137 “Promotional Agreements ” shall mean all manufacturer ingredient promotional agreements between any Borrower or Guarantor and any product
supplier or a contract manufacturer pursuant to which, among other things, such Borrower or Guarantor agrees to promote certain ingredients contained in the
products manufactured by such supplier and/or contract manufacturer or the packaging for such products contains certain Intellectual Property of such
supplier or contract manufacturer, and such Borrower or Guarantor is granted an express or implicit non-exclusive, royalty-free license to use certain
Intellectual Property of such supplier or contract manufacturer, as the same may be amended, modified, supplemented, extended, renewed, restated or
replaced.
1.138 “Pro Rata Share ” shall mean as to any Lender, (a) with respect to Revolving Loans, the fraction (expressed as a percentage) the numerator of
which is such Revolving Lender’s Revolving Commitment and the denominator of which is the aggregate amount of the Revolving Commitments of all
Revolving Lenders, as adjusted from time to time in accordance with the provisions of Section 13.7 hereof; provided, that, if the Revolving Commitments
have terminated, the numerator shall be the unpaid amount of such Revolving Lender’s Revolving Exposure and the denominator shall be the aggregate amount
of Revolving Exposure of all Revolving Lenders, and (b) with respect to the Term Loans, the fraction (expressed as a percentage) the numerator of which is
such Term Lender’s outstanding principal amount of the Term Loans and the denominator of which is the aggregate outstanding amount of the Term Loans of
all Term Lenders.

1.139 “Real Property ” shall mean all now owned and hereafter acquired real property of each Borrower and Guarantor, including leasehold interests,
together with all buildings, structures, and other improvements located thereon and all licenses, easements and appurtenances relating thereto, wherever
located.
1.140 “Receivables ” shall mean all of the following now owned or hereafter arising or acquired property of each Borrower and Guarantor: (a) all
Accounts; (b) all interest, fees, late charges, penalties, collection fees and other amounts due or to become due or otherwise payable in connection with any
Account; (c) all payment intangibles of such Borrower or Guarantor; (d) letters of credit, indemnities, guarantees, security or other deposits and proceeds
thereof issued payable to any Borrower or Guarantor or otherwise in favor of or delivered to any Borrower or Guarantor in connection with any Account; or
(e) all other Accounts, contract rights, Chattel
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Paper, Documents, Instruments, notes, General Intangibles and other forms of obligations owing to any Borrower or Guarantor, whether from the sale and
lease of goods or other property, licensing of any property (including Intellectual Property or other General Intangibles), rendition of services or from loans or
advances by any Borrower or Guarantor or to or for the benefit of any third Person (including loans or advances to any Affiliates or Subsidiaries of any
Borrower or Guarantor) or otherwise associated with any Accounts, Inventory or General Intangibles of any Borrower or Guarantor (including choices in
action, causes of action, tax refunds, tax refund claims, any funds which may become payable to any Borrower or Guarantor in connection with the
termination of any Plan or other employee benefit plan and any other amounts payable to any Borrower or Guarantor from any Plan or other employee benefit
plan, rights and claims against carriers and shippers, rights to indemnification, business interruption insurance and proceeds thereof, casualty or any similar
types of insurance and any proceeds thereof and proceeds of insurance covering the lives of employees on which any Borrower or Guarantor is a beneficiary).

1.141 “Records” shall mean, as to each Borrower and Guarantor, all of such Borrower’s and Guarantor’s present and future books of account of every
kind or nature, purchase and sale agreements, invoices, ledger cards, bills of lading and other shipping evidence, statements, correspondence, memoranda,
credit files and other data relating to the Collateral or any Account Debtor, together with the tapes, disks, diskettes and other data and software storage media
and devices, file cabinets or containers in or on which the foregoing are stored (including any rights of any Borrower or Guarantor with respect to the foregoing
maintained with or by any other Person).
1.142 “Register” shall have the meaning set forth in Section 13.7 hereof.
1.143 “Rent” means, with reference to any period, the aggregate fixed amount of rent expense payable by Parent and its Subsidiaries (other than Foreign
Subsidiaries) under any operating leases, calculated on a consolidated basis for Parent and its Subsidiaries (other than Foreign Subsidiaries) for such period
in accordance with GAAP.
1.144 “Rent Adjusted FCCR ” shall mean, as to any Person for any period, the ratio of: (a) EBITDAR for such Person and its Subsidiaries minus the
unfinanced portion of Capital Expenditures paid in cash during such period; to (b) the sum of (i) Fixed Charges (less dividends or distributions paid in cash
during such period) plus (ii) Rent for such period, all calculated for any Person on a consolidated basis in accordance with GAAP.

1.145 “Rent Adjusted Fixed Charge Coverage Test ” means the requirement that the Rent Adjusted FCCR is not less than 1.15 to 1.00 for the most
recently ended Test Period for which financial statements have been provided to Agent as required by pursuant to Section 9.6(a)(i) and Section 9.6(a)(i) , as
applicable.
1.146 “Required Lenders ” shall mean, at any time, those Lenders whose Pro Rata Shares aggregate fifty percent (50%) or more of the aggregate of the
Revolving Commitments and outstanding Term Loans of all Lenders, or if the Revolving Commitments shall have been terminated, Lenders to whom at least
fifty percent (50%) of the then outstanding Obligations are owing.
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1.147 “Reserves” shall mean as of any date of determination, such amounts as Agent may from time to time, establish and revise reasonably and in
good faith reducing the amount of Revolving Loans and Letters of Credit which would otherwise be available to any Borrower under the lending formula(s)
provided for herein:
(a) to reflect events, conditions, contingencies or risks which, as determined by Agent reasonably and in good faith, materially and adversely
affect, either (i) the Collateral, its value or the amount that might be received by Agent from the sale or other disposition or realization upon such Collateral, or
(ii) the assets or business of any Borrower or Guarantor or (iii) the security interests and other rights of Agent or any Lender in the Collateral (including the
enforceability, perfection and priority thereof); or
(b) to reflect Agent’s reasonable and good faith belief that any collateral report or financial information furnished by or on behalf of any Borrower
or Guarantor to Agent is or may have been incomplete, inaccurate or misleading in any material respect; or
(c) to reflect outstanding Letters of Credit as provided in Section 2.2 hereof; or

(d) in respect of any state of facts which Agent believes reasonably and in good faith determines constitutes a Default or an Event of Default
(which reasonable and good faith belief shall be relevant for purposes of this definition regardless of whether the Agent has explicitly asserted any other rights
to which it may be entitled).
Without limiting the generality of the foregoing, Reserves may, at Agent’s option, be established to reflect any of the following:

(i) Inventory shrinkage,
(ii) reserves in respect of markdowns and cost variances (pursuant to discrepancies between the purchase order price of Inventory and the
actual cost thereof),

(iii) past due amounts in respect of sales, use and/or withholding taxes,
(iv) any amounts which are past due in respect of rental payments, service charges or other amounts which are past due to (i) lessors of
real property other than retail store locations (“ Non-Retail Store Locations ”) or (ii) consignees, warehousemen or bailees of Inventory or personal property (
“Warehouse Locations”), to the extent Inventory or Records are located in or on such property (but not in respect of Non-Retail Store Locations or Warehouse
Locations (A) where Agent has received a Collateral Access Agreement executed and delivered by the owner and lessor of such real property that Agent has
acknowledged in writing is in form and substance satisfactory to Agent or (B) which do not (1) contain Records relating to Receivables or Inventory or (2) in
which either no Inventory or Inventory having a Value of less than $100,000 is located), provided, that, notwithstanding, the foregoing Agent may, at its
option, establish Reserves in respect of amounts at any time due or to become due to the owner and operator of such Non-Retail Store Location and Warehouse
Location as Agent shall reasonably determine in the event that any of the following shall occurred: (A) an Event of Default shall have occurred and be
continuing, (B) any Borrower, Guarantor or Agent shall have
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received notice of any event of default under (i) the lease with respect to such Non-Retail Store Location or (ii) the bailee or warehouse agreement with respect to
such Warehouse Location or (C) any Borrower or Guarantor has granted to the lessor, consignee, warehousemen or bailee a consensual security interest or lien
upon any assets of such Borrower or Guarantor (unless such security interest is waived or subordinated to the security interest of Agent on terms and
conditions reasonably satisfactory to Agent),

(v) any rental payments, service charges or other amounts owing to lessors of retail store locations,
(A) which are past due and owing to lessors of retail store locations in states other than Landlord Lien States (but not in respect of
retail store locations where Agent has received a Collateral Access Agreement executed and delivered by the owner and lessor of such real property that Agent
has acknowledged in writing is in form and substance satisfactory to Agent), provided, that, Agent may, at its option, establish Reserves in respect of
amounts at any time due or to become due to the owner and lessor of such a retail store location as Agent shall reasonably determine in the event that any of the
following shall occurred: (1) an Event of Default shall have occurred and be continuing, (2) any Borrower, Guarantor or Agent shall have received notice of
any event of default under the lease with respect to such location, or (3) any Borrower or Guarantor has granted to the lessor a security interest or lien upon any
assets of such Borrower or Guarantor (unless such security interest is waived or subordinated to the security interest of Agent on terms and conditions
reasonably satisfactory to Agent), and
(B) which are due or to become due to lessors of retail store locations located in Landlord Lien States (but not in respect of retail
store locations where Agent has received a Collateral Access Agreement executed and delivered by the owner and lessor of such real property that Agent has
acknowledged in writing is in form and substance satisfactory to Agent), provided, that, the Reserves established pursuant to this clause (v)(B) as to any
particular retail store location shall not exceed at any time the aggregate of such amounts payable for the next two (2) months to the lessors of such retail store
locations, provided, that, such limitation on the amount of the Reserves which may be established by Agent pursuant to this clause (v)(B) shall only apply so
long as: (1) no Event of Default shall have occurred and be continuing, (2) neither a Borrower, Guarantor nor Agent shall have received notice of any event of
default under the lease with respect to such location or (3) any Borrower or Guarantor has granted a consensual lien or security interest upon any assets of
such Borrower or Guarantor (unless such security interest is waived or subordinated to the security interest of Agent on terms and conditions reasonably
satisfactory to Agent),

(vi) any rental payments, service charges or other amounts which are past due to lessors of personal property;
(vii) up to fifty (50%) percent of the aggregate amount of (A) merchandise gift certificates, and (B) the dollar value of Frequent Buyer
Program points as accrued by Borrowers in accordance with GAAP,

(viii) an adverse change in the number of days of the turnover of Inventory or a material change in the mix of the Inventory that results in
an overall decrease in
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the value thereof or a material deterioration in its nature or quality that results in an overall decrease in the value thereof (but only to the extent not addressed by
the lending formulas in a manner satisfactory to Agent),

(ix) variances between the perpetual inventory records of Borrowers and the results of test counts of Inventory conducted by Agent or at the
request of Agent pursuant to the terms of this Agreement, with respect thereto in excess of the percentage reasonably acceptable to Agent but only to the extent
that such variances are not accounted for as Inventory shrinkage,
(x) Inventory that may become obsolete, based on prior twelve (12) months expired product expenses or Inventory currently in retail store
locations that was subject to previous store “giveaways” within the prior twelve (12) months,

(xi) the aggregate amount of deposits, if any, received by any Borrower from its retail customers in respect of unfilled orders for

merchandise,
(xii) the amount of Canadian Priority Payables, provided, that, any Reserve with respect to clause (b) of Section 1.24 hereof shall only be
taken in respect of Eligible Inventory located in Canada,

(xiii) Bank Product Reserve, and
(xiv) E-Payables Reserve.

Agent will not establish new Reserves after the date hereof on account of any circumstances, conditions, events or contingencies of which Agent has actual
knowledge as of the date hereof. To the extent Agent may establish new criteria or revise existing criteria (including percentages applied to determine the amount
of) for Eligible Credit Card Receivables or Eligible Inventory so as to address any circumstances, condition, event or contingency in a manner reasonably
satisfactory to Agent, Agent shall not establish or increase a Reserve for the same purpose. The amount of any Reserve established or increased by Agent shall
have a reasonable relationship to the event, condition or other matter which is the basis for such Reserve as reasonably determined by Agent in good faith and
to the extent that such Reserve is in respect of amounts that may be payable to third parties or is in respect of Bank Product Reserves, Agent may, at its option,
deduct such Reserve from the Maximum Credit at any time that such limit is less than the amount of the Borrowing Base. Agent shall provide prior written
notice to Administrative Borrower of any material change in the categories of Reserves established after the date hereof or in the manner such Reserves are
calculated or any other change to any item for the calculation thereof.

1.148 “Revolving Commitment ” means, with respect to each Revolving Lender, the commitment, if any, of such Revolving Lender to make Revolving
Loans and to acquire participations in Letters of Credit, expressed as an amount representing the maximum possible aggregate amount of such Revolving
Lender’s Revolving Exposure hereunder, as such commitment may be reduced or increased from time to time pursuant to (a) Section 2.4 and (b) assignments
by or to such Revolving Lender pursuant to Section 13.7 . The initial amount of each Revolving Lender’s Revolving Commitment is set forth on Schedule
1.36, or on

35

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Schedule 1 to the Assignment and Assumption pursuant to which such Revolving Lender shall have assumed its Revolving Commitment, as applicable. The
initial aggregate amount of the Revolving Lenders’ Revolving Commitments is $70,000,000.

1.149 “Revolving Exposure ” means, with respect to any Revolving Lender at any time, the sum of the outstanding principal amount of such Revolving
Lender’s unpaid Revolving Loans and its outstanding Letter of Credit Obligations.
1.150 “Revolving Lender ” means, as of any date of determination, a Lender with a Revolving Commitment or, if the Revolving Commitments have
terminated or expired, a Lender with Revolving Exposure.

1.151 “Revolving Loans ” shall mean the loans now or hereafter made by or on behalf of any Revolving Lender or by Agent for the account of any
Revolving Lender on a revolving basis pursuant to the Credit Facility (involving advances, repayments and readvances) as set forth in Section 2.1 ,
Section 12.8 and Section 12.11 hereof.
1.152 “Secured Parties ” shall mean, collectively, (a) Agent, (b) Lenders, (c) the Issuing Bank, and (d) any Bank Product Provider and Bank of
America, N.A. (in its capacity as a party to the E-Payables Agreement); provided, that, (i) as to any Bank Product Provider and as to Bank of America,
N.A., only to the extent of the Obligations owing to such Bank Product Provider and Bank of America, N.A., as provided, in subsection (b) of the definition
of Obligations set forth herein and (ii) such parties are sometimes referred to herein individually as a “ Secured Party ”.
1.153 “Security” shall have the meaning set forth in Article 8 of the UCC.
1.154 “Senior Secured Note Documents ” means, collectively, the Senior Secured Notes, the Senior Secured Note Indenture and all other agreements,
document and instruments now or at any time executed and delivered by any Borrower or Guarantor in connection therewith.

1.155 “Senior Secured Note Indenture ” shall mean the Indenture, dated as of November 15, 2005, by and among Vitamin Shoppe, as issuer, and
Parent and VS Direct, as Subsidiary Guarantor and Senior Secured Note Trustee, as trustee, with respect to the Senior Secured Notes, as the same now exists
or may hereafter be amended, modified, supplemented, extended, renewed, restated or replaced.
1.156 “Senior Secured Note Indenture Borrowing Base ” shall mean, as of any date, an amount equal to:
(a) 90% of the face amount of all accounts receivable owned by Vitamin Shoppe and its Restricted Subsidiaries (as such term is defined in the
Senior Secured Note Indenture) as of the end of the most recent fiscal quarter preceding such date that were not more than 180 days past due; plus

(b) 65% of the book value of all Inventory, net of reserves, owned by Vitamin Shoppe and its Restricted Subsidiaries (as such term is defined in
the Senior Secured Note Indenture) as of the end of the most recent fiscal quarter preceding such date,
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provided, that, the definition of “Senior Secured Note Indenture Borrowing Base” set forth herein shall be deemed amended or otherwise modified from time to
time to the same extent as any amendment or modification to the definition of “ Borrowing Base ” set forth in the Senior Secured Note Indenture.

1.157 “Senior Secured Note Priority Debt Limit ” shall mean, so long as the Indebtedness evidenced by the Senior Secured Note Documents remains
outstanding and such agreements remain in full force and effect and/or such Indebtedness is refinanced as permitted under the terms of this Agreement, the
greater of (a) $50,000,000 less the aggregate amount of all “ Net Proceeds ” of “Asset Sales ” (as such quoted terms are defined in the Senior Secured Note
Indenture) applied by Borrowers or any Guarantors since the date of the Senior Secured Note Indenture to repay (whether permanently or otherwise) the
Obligations or any other Priority Lien Debt (as such term is defined in the Senior Secured Note Indenture) or (b) the Senior Secured Note Indenture Borrowing
Base; provided, that, the term “Senior Secured Note Priority Debt Limit”, shall be deemed amended or modified to the extent and to the same extent that
Section 4.09(b)(1) of the Senior Secured Note Indenture is amended or modified after the date hereof.
1.158 “Senior Secured Notes ” shall mean, collectively, the Senior Secured Notes due 2012 issued by Vitamin Shoppe pursuant to the Senior Secured
Note Indenture in the original aggregate principal amount of $165,000,000, as the same now exist or may hereafter be amended, modified, supplemented,
extended, renewed, restated or replaced to the extent permitted herein.
1.159 “Senior Secured Note Trustee ” shall mean Wilmington Trust Company, as trustee under the Senior Secured Note Indenture and any successor,
replacement or additional trustee and their respective successors and assigns.
1.160 “Solvent” shall mean, at any time with respect to any Person, that at such time such Person (a) is able to pay its debts as they mature and has
(and has a reasonable basis to believe it will continue to have) sufficient capital (and not unreasonably small capital) to carry on its business consistent with
its practices as of the date hereof, and (b) the assets and properties of such Person at a fair valuation on a going concern basis (and including as assets for this
purpose at a fair valuation all rights of subrogation, contribution or indemnification arising pursuant to any guarantees given by such Person) are greater than
the Indebtedness of such Person, and including subordinated and contingent liabilities computed at the amount which, such Person has a reasonable basis to
believe, represents an amount which can reasonably be expected to become an actual or matured liability (and including as to contingent liabilities arising
pursuant to any guarantee the face amount of such liability as reduced to reflect the probability of it becoming a matured liability).

1.161 “Special Agent Advances ” shall have the meaning set forth in Section 12.11 hereof.
1.162 “Store Accounts ” shall have the meaning set forth in Section 6.3 .
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1.163 “Subsidiary ” or “subsidiary ” shall mean, with respect to any Person, any corporation, limited liability company, limited liability partnership or
other limited or general partnership, trust, association or other business entity of which an aggregate of at least a majority of the outstanding Capital Stock or
other interests entitled to vote in the election of the board of directors of such corporation (irrespective of whether, at the time, Capital Stock of any other class
or classes of such corporation shall have or might have voting power by reason of the happening of any contingency), managers, trustees or other controlling
Persons, or an equivalent controlling interest therein, of such Person is, at the time, directly or indirectly, owned by such Person and/or one or more
subsidiaries of such Person.
1.164 “Supporting Obligations ” shall have the meaning set forth in Article 9 of the UCC.

1.165 “Taxes” shall have the meaning set forth in Section 6.5(a) hereof.
1.166 “Term Lenders” means, as of any date of determination, Lenders having a Term Loan Commitment.
1.167 “Term Loan Commitment” means (a) as to any Term Lender, the aggregate commitment of such Term Lender to make Term Loans, subject to the
terms of this Agreement, as set forth on Schedule 1.37 and (b) as to all Term Lenders, the aggregate commitment of all Term Lenders to make Term Loans,
subject to the terms of this Agreement, which aggregate commitment shall be $25,000,000 on the date of this Agreement. After advancing the Term Loan, each
reference to a Term Lender’s Term Loan Commitment shall refer to that Term Lender’s Pro Rata Share of the Term Loans.
1.168 “Term Loan Maturity Date” shall mean January 18, 2013 or any earlier date (a) on which the Term Loan Commitments are reduced to zero or
otherwise terminated pursuant to the terms hereof or (b) commencing on August 15, 2012, on which the sum of the then outstanding balance and all other
obligations owing under the Senior Secured Notes is greater than the sum of (i) Borrowers’ then available cash and Cash Equivalents plus (ii) Excess
Availability (but only to the extent that Borrowers are permitted to (A) borrow such amount at such time under the terms of this Agreement including, without
limitation, Section 4.2 hereof (B) make a repayment or prepayment in full of the Senior Secured Notes pursuant to Section 9.2(a) hereof).
1.169 “Term Loans” means the Term Loans extended by the Term Lenders to the Borrowers pursuant to the Credit Facility as set forth in Section 2.2
hereof.

1.170 “Test Period” means the most recent period of twelve consecutive months of Parent ended on or prior to such time (taken as one accounting period)
in respect of which financial statements for each month or fiscal year period have been (or have been required to be) delivered pursuant to Section 9.6 .

1.171 “Trade Payable Credit Program ” shall mean an agreement or arrangement entered into between one or more of the Borrowers, Guarantors or their
respective Subsidiaries (individually or collectively (as the case may be), the “ Program Debtor ”) and a bank or other financial institution (as the case may be,
the “Program Financier ”) where such Program Debtor
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maintains a Deposit Account or Deposit Accounts (individually or collectively (as the case may be), the “ Program Account ”), pursuant to which such Program
Debtor and such Program Financier mutually agree that (i) such Program Debtor may direct such Program Financier to pay, or otherwise make available to,
one or more trade creditors of such Program Debtor all or any portion of the amount that constitutes an account payable to any such trade creditor (each such
transaction, a “ Program Payment ”), (ii) such Program Debtor is obligated to pay such program Financier an amount equal to the amount actually disbursed
by such Program Financier in respect of such Program Payment, on a date no later than forty-five (45) days following the date of each such Program Payment,
and (iii) such Program Financier is granted a security interest and contractual right of setoff in the Program Account.

1.172 “UCC” shall mean the Uniform Commercial Code as in effect in the State of New York, and any successor statute, as in effect from time to time
(except that terms used herein which are defined in the Uniform Commercial Code as in effect in the State of New York on the date hereof shall continue to
have the same meaning notwithstanding any replacement or amendment of such statute except as Agent may otherwise determine); provided, that, if, with
respect to any financing statement or by reason of any provisions of law, the perfection or the effect of perfection or non-perfection of the security interests
granted to the Agent pursuant to applicable Financing Agreement is governed by the Uniform Commercial Code as in effect in a jurisdiction of the United
States other than the State of New York, then “UCC” means the Uniform Commercial Code as in effect from time to time in such other jurisdiction for
purposes of the provisions of each Financing Agreement and any financing statement relating to such perfection or effect of perfection or non-perfection.
1.173 “Value” shall mean, as reasonably determined by Agent in good faith, with respect to Inventory, the lower of (a) cost determined on the weighted
average cost basis in accordance with GAAP or (b) market value, provided, that, for purposes of the calculation of the Borrowing Base, (i) the Value of the
Inventory shall not include: (A) the portion of the value of Inventory equal to the profit earned by any Affiliate on the sale thereof to any Borrower unless the
sale by such Affiliate is a bona fide arm’s length transaction consistent with the most recent appraisal received and accepted by Agent for the Inventory and
consistent with the prices previously paid by such Borrower in comparable dealings with non-Affiliates, or (B) write-ups or write-downs in value with respect
to currency exchange rates and (ii) notwithstanding anything to the contrary contained herein, the cost of the Inventory shall be computed in the same manner
and consistent with the most recent appraisal of the Inventory received and accepted by Agent prior to the date hereof, if any.
1.174 “VAT” shall mean Value Added Tax imposed in Canada or any other jurisdiction and any equivalent or similar tax applicable in any jurisdiction
and including any goods and services tax.

1.175 “Vitamin Shoppe” shall mean Vitamin Shoppe Industries Inc., a New York corporation, and its successors and assigns.
1.176 “Voting Stock” shall mean with respect to any Person, (a) one (1) or more classes of Capital Stock of such Person having general voting powers
to elect at least a majority of the board of directors, managers or trustees of such Person, irrespective of whether at the time
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Capital Stock of any other class or classes have or might have voting power by reason of the happening of any contingency, and (b) any Capital Stock of
such Person convertible or exchangeable without restriction at the option of the holder thereof into Capital Stock of such Person described in clause (a) of this
definition.

1.177 “VS Direct ” shall mean VS Direct Inc., a Delaware corporation, and its successors and assigns.
1.178 “Zero Balance Accounts ” shall mean Deposit Accounts in which a balance of zero is maintained by the depository institution at all times by
automatically transferring funds from a master Deposit Account to such Zero Balance Account in an amount only large enough to cover checks presented and
other debits to such account, such that any such Zero Balance Account maintains an overnight balance of zero dollars at all times.
SECTION 2. CREDIT FACILITIES

2.1

Revolving Loans .

(a) Subject to and upon the terms and conditions contained herein, each Revolving Lender severally (and not jointly) agrees to make its Pro Rata
Share of Revolving Loans to each Borrower from time to time in amounts requested by such Borrower (or Administrative Borrower on behalf of such
Borrower) in an aggregate principal amount outstanding at any one time that will not result in such Revolving Lender’s Pro Rata Share of the aggregate amount
of Revolving Loans and Letter of Credit Obligations then outstanding exceeding such Revolving Lender’s Revolving Commitment. Subject to and upon the
terms and conditions contained herein, each Revolving Loan shall be comprised entirely of ABR Loans or Eurodollar Rate Loans as each Borrower (or
Administrative Borrower on behalf of such Borrower) may from time to time request in accordance herewith, provided that all Revolving Loans made on the
date hereof must be made as ABR Loans but may be converted into Eurodollar Rate Loans in accordance with Section 3.1(b) hereof.
(b) To the extent that any facts or circumstances (i) have led to Agent establishing a Reserve pursuant to one provision of this Agreement, Agent
shall not establish any Reserves based on the same such facts or circumstances pursuant to any other provision of this Agreement, and (ii) were taken into
account in calculating any component of the Borrowing Base, Agent shall not establish any Reserves based on the same such facts or circumstances.

(c) Except in Agent’s discretion, with the consent of all Revolving Lenders, or as otherwise provided in Section 12.8 or Section 12.11 herein,
(i) the aggregate amount of the Revolving Loans and the Letter of Credit Obligations outstanding at any time shall not exceed the lesser of the Borrowing Base at
such time or the Maximum Credit, (ii) the aggregate amount of Revolving Loans and Letter of Credit Obligations outstanding at any time based on Eligible
Inventory consisting of in-transit Inventory shall not exceed the amount equal to ten percent (10%) of the Value of all Inventory of Borrowers at such time, and
(iii) the aggregate amount of the Revolving Loans and the Letter of Credit Obligations outstanding at any time, when taken together with the amounts
outstanding under all other Credit Facilities (as such term is defined in the Senior Secured Note Indenture), including any amounts owing by Borrowers and
Guarantors
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to counterparties in respect of Hedge Agreements which are secured by Collateral hereunder, shall not exceed the Senior Secured Note Priority Debt Limit.
(d) In the event that (i) the aggregate principal amount of the Revolving Loans and the Letter of Credit Obligations outstanding at any time exceed
the Maximum Credit (ii) the outstanding aggregate principal amount of Revolving Loans and Letter of Credit Obligations based on Eligible Inventory
consisting of in-transit Inventory at any time exceeds the amount equal to ten percent (10%) of the Value of all Inventory of Borrowers at such time, (iii) except
as otherwise provided herein, the aggregate principal amount of the Revolving Loans and Letter of Credit Obligations outstanding to all Borrowers exceeds the
Borrowing Base, or (iv) the aggregate principal amount of the Revolving Loans, the Letter of Credit Obligations and the Term Loans outstanding at any time,
when taken together with the aggregate principal amount of Indebtedness outstanding under all other Credit Facilities (as such term is defined in the Senior
Secured Note Indenture) exceeds the Senior Secured Note Priority Debt Limit, such event shall not limit, waive or otherwise affect any rights of Agent or
Lenders in such circumstances or on any future occasions and Borrowers shall immediately repay to Agent the entire amount of any such excess(es).

2.2

Term Loans.

(a) Subject to and upon the terms and conditions contained herein, each Term Lender severally (and not jointly) agrees to make its Pro Rata Share
of Term Loans in a single advance to the Borrowers at the request of Borrowers, made not later than 11:00 a.m. Chicago time, at least three Business Days
prior to the requested date of borrowing on or prior to March 7, 2011, in an amount equal to such Lender’s Term Loan Commitment by making immediately
available funds available to Agent’s designated account no later than 10:00 a.m., Chicago time on the date requested for such borrowing by Borrowers.
Amounts repaid in respect of Term Loans may not be reborrowed.

(b) After funding of the Term Loans, Borrowers shall repay the Term Loans by making installment payments of principal on the Term Loans in
the amount of $3,125,000, commencing on May 1, 2011 and continuing on the first Business Day of each August, November, February and May thereafter,
until the Term Loans have been paid in full. To the extent not previously paid, all unpaid Term Loans (including accrued but unpaid interest thereon) shall be
paid in full in cash by the Borrowers on the Term Loan Maturity Date.
2.3

Letters of Credit .

(a) Subject to and upon the terms and conditions contained herein and in the Letter of Credit Documents, at the request of a Borrower (or
Administrative Borrower on behalf of such Borrower), Agent agrees to cause Issuing Bank to issue, and Issuing Bank agrees to issue, for the account of such
Borrower one or more Letters of Credit, for the ratable risk of each Revolving Lender according to its Pro Rata Share of Revolving Loans, containing terms and
conditions acceptable to Agent and Issuing Bank. In the event of any inconsistency between the terms and conditions of this Agreement and the terms and
conditions of any form of letter of credit application or other agreement submitted by the Borrowers to, or entered into by the
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Borrowers with, Issuing Bank relating to any Letter of Credit, the terms and conditions of this Agreement shall control.
(b) The Borrower requesting such Letter of Credit (or Administrative Borrower on behalf of such Borrower) shall hand deliver or facsimile (or
transmit by electronic communication, if arrangements for doing so have been approved by the Issuing Bank) to Issuing Bank and Agent (prior to 9:00 a.m.,
Chicago time, at least three Business Days prior to the requested date of issuance, amendment, renewal or extension) a notice requesting the issuance of a Letter
of Credit, or identifying the Letter of Credit to be amended, renewed or extended, and specifying the date of issuance, amendment, renewal or extension (which
shall be a Business Day), the date on which such Letter of Credit is to expire (which shall comply with paragraph (c) of this Section), the amount of such
Letter of Credit, the name and address of the beneficiary thereof and such other information as shall be reasonably necessary to prepare, amend, renew or
extend such Letter of Credit. The form and terms of the proposed Letter of Credit shall be reasonably satisfactory to Agent and Issuing Bank, and as of the
date of issuance, no order of any court, arbitrator or other Governmental Authority shall purport by its terms to enjoin or restrain money center banks relevant
to the proposed issuance generally from issuing letters of credit of the type and in the amount of the proposed Letter of Credit, and no law, rule or regulation
applicable to money center banks generally and no request or directive (whether or not having the force of law) from any Governmental Authority with
jurisdiction over money center banks relevant to the proposed issuance generally shall prohibit, or request that Issuing Bank refrain from, the issuance of
letters of credit generally or the issuance of such Letter of Credit. If requested by Issuing Bank, the applicable Borrower also shall submit a letter of credit
application on Issuing Bank’s standard form in connection with any request for a Letter of Credit. A Letter of Credit shall be issued, amended, renewed or
extended only if (and upon issuance, amendment, renewal or extension of each Letter of Credit the Borrowers shall be deemed to represent and warrant that),
after giving effect to such issuance, amendment, renewal or extension (i) the Letter of Credit Obligations shall not exceed the Letter of Credit Limit, (ii) the
terms and conditions of Section 2.1 hereof shall be satisfied, and (iii) Excess Availability, prior to giving effect to any Reserves with respect to such Letter of
Credit, on the date of the proposed issuance of any Letter of Credit shall be equal to or greater than: (A) if the proposed Letter of Credit is for the purpose of
purchasing Eligible Inventory and the documents of title with respect thereto are consigned to Issuing Bank, the sum of (1) the percentage equal to one hundred
(100%) percent minus the then applicable percentage with respect to Eligible Inventory set forth in the definition of the term Borrowing Base multiplied by the
Value of such Eligible Inventory, plus (2) freight, taxes, duty and other amounts which Agent estimates must be paid in connection with such Inventory upon
arrival and for delivery to one of such Borrower’s locations for Eligible Inventory within the United States of America or Canada and (B) if the proposed Letter
of Credit is for any other purpose or the documents of title are not consigned to Issuing Bank in connection with a Letter of Credit for the purpose of
purchasing Inventory, an amount equal to one hundred (100%) percent of the Letter of Credit Obligations with respect thereto. Effective on the issuance of each
Letter of Credit, Reserves shall be established in the applicable amount set forth in Section 2.3(b)(iii)(A) or Section 2.3(b)(iii)(B) .
(c) Each Letter of Credit shall expire at or prior to the close of business on the earlier of (i) the date one year after the date of the issuance of such
Letter of Credit (or, in the case of any renewal or extension thereof, one year after such renewal or extension) unless
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otherwise agreed by the Issuing Bank and (including automatic or “evergreen” renewal) (ii) the date that is five (5) Business Days prior to the Maturity Date.
(d) Except in Agent’s discretion, with the consent of all Revolving Lenders, the amount of all outstanding Letter of Credit Obligations shall not at
any time exceed the Letter of Credit Limit.

(e) If Issuing Bank shall make any payment in respect of a Letter of Credit, Borrowers shall reimburse such payment by paying to Agent an
amount equal to such payment not later than 1:00 p.m., Chicago time, on the date that such payment is made, if Administrative Borrower shall have received
notice of such payment prior to 9:00 a.m., Chicago time, on such date, or, if such notice has not been received by Administrative Borrower prior to such time
on such date, then not later than 1:00 p.m., Chicago time, on (i) the Business Day that Administrative Borrower receives such notice, if such notice is received
prior to 9:00 a.m., Chicago time, on the day of receipt, or (ii) the Business Day immediately following the day that Administrative Borrower receives such
notice, if such notice is not received prior to such time on the day of receipt. Each drawing under any Letter of Credit or other amount payable in connection
therewith when due shall constitute a request by the Borrower for whose account such Letter of Credit was issued to Agent for a ABR Loan in the amount of
such drawing or other amount then due, and shall be made by Agent on behalf of Revolving Lenders as a Revolving Loan (or Special Agent Advance, as the
case may be) (which Revolving Loan shall be deemed to reimburse the Issuing Bank for such amount due). The date of such Revolving Loan shall be the date
of the drawing or as to other amounts, the due date therefor. Any payments made by or on behalf of Agent or any Revolving Lender to Issuing Bank and/or
related parties in connection with any Letter of Credit shall constitute additional Revolving Loans to such Borrower pursuant to this Section 2 (or Special Agent
Advances as the case may be).
(f) Borrowers’ joint and several obligation to reimburse Issuing Bank for any payment under any Letter of Credit as provided in paragraph (e) of
this Section shall be absolute, unconditional and irrevocable, and shall be performed strictly in accordance with the terms of this Agreement under any and all
circumstances whatsoever and irrespective of (i) any lack of validity or enforceability of any Letter of Credit or this Agreement, or any term or provision
therein, (ii) any draft or other document presented under a Letter of Credit proving to be forged, fraudulent or invalid in any respect or any statement therein
being untrue or inaccurate in any respect, (iii) payment by Issuing Bank under a Letter of Credit against presentation of a draft or other document that does not
comply with the terms of such Letter of Credit, or (iv) any other event or circumstance whatsoever, whether or not similar to any of the foregoing, that might,
but for the provisions of this Section, constitute a legal or equitable discharge of, or provide a right of setoff against, Borrowers’ obligations hereunder. Neither
Agent, Revolving Lenders nor Issuing Bank, nor any of their Related Parties, shall have any liability or responsibility by reason of or in connection with the
issuance or transfer of any Letter of Credit or any payment or failure to make any payment thereunder (irrespective of any of the circumstances referred to in
the preceding sentence), or any error, omission, interruption, loss or delay in transmission or delivery of any draft, notice or other communication under or
relating to any Letter of Credit (including any document required to make a drawing thereunder), any error in interpretation of technical terms or any
consequence arising from causes beyond the control of Issuing Bank; provided that the foregoing shall not be construed to excuse Issuing Bank from liability
to
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Borrowers to the extent of any direct damages (as opposed to consequential damages, claims in respect of which are hereby waived by Borrowers to the extent
permitted by applicable law) suffered by any Borrower that are caused by Issuing Bank’s failure to exercise care when determining whether drafts and other
documents presented under a Letter of Credit comply with the terms thereof. The parties hereto expressly agree that, in the absence of gross negligence, bad
faith, or willful misconduct on the part of Issuing Bank (as finally determined by a court of competent jurisdiction), Issuing Bank shall be deemed to have
exercised care in each such determination. In furtherance of the foregoing and without limiting the generality thereof, the parties agree that, with respect to
documents presented which appear on their face to be in substantial compliance with the terms of a Letter of Credit, Issuing Bank may, in its sole discretion,
either accept and make payment upon such documents without responsibility for further investigation, regardless of any notice or information to the contrary,
or refuse to accept and make payment upon such documents if such documents are not in strict compliance with the terms of such Letter of Credit.

(g) Borrowers and Guarantors shall indemnify and hold Agent and Lenders harmless from and against any and all losses, claims, damages,
liabilities, costs and expenses which Agent or any Lender may suffer or incur in connection with any Letter of Credit and any documents, drafts or
acceptances relating thereto, including any losses, claims, damages, liabilities, costs and expenses due to any action taken by Issuing Bank or correspondent
with respect to any Letter of Credit, except for such losses, claims, damages, liabilities, costs or expenses that are a direct result of the gross negligence, bad
faith or willful misconduct of Agent or any Lender. Each Borrower and Guarantor assumes all risks with respect to the acts or omissions of the drawer under
or beneficiary of any Letter of Credit and for such purposes the drawer or beneficiary shall be deemed such Borrower’s agent. Each Borrower and Guarantor
assumes all risks for, and agrees to pay, all foreign, Federal, State and local taxes, duties and levies relating to any goods subject to any Letter of Credit or any
documents, drafts or acceptances thereunder. Each Borrower and Guarantor hereby releases and holds Agent and Lenders harmless from and against any acts,
waivers, errors, delays or omissions with respect to or relating to any Letter of Credit, except for the gross negligence, bad faith or willful misconduct of Agent
or any Lender. The provisions of this Section 2.3(g) shall survive the payment of Obligations and the termination of this Agreement.
(h) At any time after the occurrence and during the continuance of an Event of Default,

(i) in connection with Inventory purchased pursuant to any Letter of Credit, Borrowers and Guarantors shall, at Agent’s reasonable
request, instruct all suppliers, carriers, forwarders, customs brokers, warehouses or others receiving or holding cash, checks, Inventory, documents or
instruments in which Agent holds a security interest that upon Agent’s request, such items are to be delivered to Agent and/or subject to Agent’s order, and if
they shall come into such Borrower’s or Guarantor’s possession, to deliver them, upon Agent’s reasonable request, to Agent in their original form; and
(ii) within three (3) Business Days that Administrative Borrower receives notice from Agent or Required Lenders demanding the deposit of
cash collateral pursuant to this paragraph, Borrowers shall deposit in an account with Agent, in the name of
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Agent and for the benefit of the Revolving Lenders (the “ LC Collateral Account ”), an amount in cash equal to 105% of the Letter of Credit Obligations as of
such date plus accrued and unpaid interest thereon; provided that the obligation to deposit such cash collateral shall become effective immediately, and such
deposit shall become immediately due and payable, without demand or other notice of any kind, upon the occurrence of any Event of Default with respect to
any Borrower described in clause (g) or (h) of Section 10.1 . Such deposit shall be held by Agent as collateral for the payment and performance of the Letter of
Credit Obligations. Agent shall have exclusive dominion and control, including the exclusive right of withdrawal, over such account for so long as the Event of
Default which triggered the requirement for such funds to be deposited is continuing and Borrowers hereby grant Agent a security interest in the LC Collateral
Account. Other than any interest earned on the investment of such deposits, which investments shall be made at the option and sole but reasonable discretion
of Agent and at Borrowers’ risk and expense, such deposits shall not bear interest. Interest or profits, if any, on such investments shall accumulate in such
account. Moneys in such account shall be applied by Agent to reimburse Issuing Bank for any draws under any Letter of Credit for which it has not been
reimbursed and, to the extent not so applied, shall be held for the satisfaction of the reimbursement obligations of Borrowers for the Letter of Credit Obligations
at such time or, if the maturity of the Loans has been accelerated (but subject to the consent of Revolving Lenders with Letter of Credit Obligations representing
greater than 50% of the total Letter of Credit Obligations), be applied to satisfy other Obligations. If Borrowers are required to provide an amount of cash
collateral hereunder as a result of the occurrence of an Event of Default, such amount (to the extent not applied as aforesaid) shall be returned to Borrowers
within three Business Days after all such Events of Default have been cured or waived.

Except as otherwise provided herein, Agent shall not exercise any such rights pursuant to this clause so long as no Event of Default shall have occurred
and be continuing. Borrowers and Guarantors shall, at Agent’s reasonable request, designate Issuing Bank with respect to a Letter of Credit as the consignee
on all bills of lading and other negotiable and non-negotiable documents under such Letter of Credit.

(i) Each Borrower and Guarantor hereby irrevocably authorizes and directs Issuing Bank to name such Borrower or Guarantor as the account
party therein and to deliver to Agent all instruments, documents and other writings and property received by Issuing Bank pursuant to the Letter of Credit and
to accept and rely upon Agent’s instructions and agreements with respect to all matters arising in connection with the Letter of Credit or the Letter of Credit
Documents with respect thereto. Nothing contained herein shall be deemed or construed to grant any Borrower or Guarantor any right or authority to pledge the
credit of Agent or any Revolving Lender in any manner. Borrowers and Guarantors shall be bound by any reasonable interpretation made in good faith by
Agent or Issuing Bank under or in connection with any Letter of Credit or any documents, drafts or acceptances thereunder, notwithstanding that such
interpretation may be inconsistent with any instructions of any Borrower or Guarantor.
(j) Immediately upon the issuance or amendment of any Letter of Credit, each Revolving Lender shall be deemed to have irrevocably and
unconditionally purchased and received, without recourse or warranty, an undivided interest and participation to the extent of such Revolving Lender’s Pro
Rata Share of the liability with respect to such Letter of Credit and the obligations of Borrowers with respect thereto (including all Letter of Credit Obligations
with
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respect thereto). Each Revolving Lender shall absolutely, unconditionally and irrevocably assume, as primary obligor and not as surety, and be obligated to
pay to Issuing Bank therefor and discharge when due, its Pro Rata Share of all of such obligations arising under such Letter of Credit. Without limiting the
scope and nature of each Revolving Lender’s participation in any Letter of Credit, to the extent that Issuing Bank has not been reimbursed or otherwise paid as
required hereunder or under any such Letter of Credit, each such Revolving Lender shall pay to Issuing Bank its Pro Rata Share of such unreimbursed
drawing or other amounts then due to Issuing Bank in connection therewith.
(k) The obligations of Borrowers to pay Letter of Credit Obligations and the obligations of Revolving Lenders to make payments to Agent for the
account of Issuing Bank with respect to Letters of Credit shall be absolute, unconditional and irrevocable and shall be performed strictly in accordance with
the terms of this Agreement under any and all circumstances, whatsoever, notwithstanding the occurrence or continuance of any Default, Event of Default, the
failure to satisfy any other condition set forth in Section 4 or any other event or circumstance. If such amount is not made available by a Revolving Lender
when due, Agent shall be entitled to recover such amount on demand from such Revolving Lender with interest thereon, for each day from the date such
amount was due until the date such amount is paid to Agent at the Interest Rate then payable by any Borrower in respect of Revolving Loans that are Prime
Rate Loans. Any such reimbursement shall not relieve or otherwise impair the obligation of Borrowers to reimburse Issuing Bank under any Letter of Credit or
make any other payment in connection therewith.

(l) If Issuing Bank shall make any payment under any Letter of Credit, then, unless Borrowers shall reimburse such payment in full on the date
such payment is made, the unpaid amount thereof shall bear interest, for each day from and including the date such payment is made to but excluding the date
that the Borrowers reimburse such payment including a reimbursement pursuant to any ABR Loan made by Agent in accordance with paragraph (e) of this
Section, at the rate per annum then applicable to ABR Loans; provided that, if Borrowers fail to reimburse such payment when due pursuant to paragraph (e)
of this Section, then Agent may, at its option, and Agent shall, at the direction of the Required Lenders, increase the Applicable Margin otherwise used to
calculate the Interest Rate for ABR Loans by two (2%) percent per annum; provided that such increased Applicable Margins shall only apply to such unpaid
amount and not to any other Obligations, outstanding hereunder. Interest accrued pursuant to this paragraph shall be for the account of Issuing Bank, except
that interest accrued on and after the date of payment by any Revolving Lender pursuant to paragraph (e) of this Section to reimburse Issuing Bank shall be
for the account of such Revolving Lender to the extent of such payment.
(m) Issuing Bank may be replaced at any time by written agreement among the Administrative Borrower, Agent, the replaced Issuing Bank and
the successor Issuing Bank. Agent shall notify Lenders of any such replacement of Issuing Bank. At the time any such replacement shall become effective,
Borrowers shall pay all unpaid fees accrued for the account of the replaced Issuing Bank pursuant to the Fee Letter, as described in Section 3.2(c) hereof.
From and after the effective date of any such replacement, (i) the successor Issuing Bank shall have all the rights and obligations of Issuing Bank under this
Agreement with respect to Letter of Credit to be issued thereafter and (ii) references herein to the term “ Issuing Bank ” shall be deemed to refer to such successor
or to any previous Issuing Bank, or to such successor and all
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previous Issuing Banks, as the context shall require. After the replacement of an Issuing Bank hereunder, the replaced Issuing Bank shall remain a party
hereto and shall continue to have all the rights and obligations of an Issuing Bank under this Agreement with respect to Letters of Credit issued by it prior to
such replacement, but shall not be required to issue additional Letters of Credit.
2.4

Increases or Reductions of the Maximum Credit .

(a) Borrowers may from time to time reduce the Revolving Commitments; provided that (i) each reduction of the Revolving Commitments shall be
in an amount that is an integral multiple of $1,000,000 and not less than $5,000,000, (ii) Borrowers shall not reduce the Revolving Commitments to less than
$30,000,000, and (iii) Borrowers shall not reduce the Revolving Commitments if, after giving effect to any concurrent prepayment of the Revolving Loans in
accordance with Section 6.4 , the sum of the Revolving Loans plus the Letter of Credit Obligations then outstanding would exceed the lesser of the total
Revolving Commitments and the Borrowing Base.
(b) Administrative Borrower shall notify Agent of any election to reduce the Revolving Commitments under paragraph (a) of this Section at least
three (3) Business Days prior to the effective date of such termination or reduction, specifying such election and the effective date thereof. Promptly following
receipt of any notice, Agent shall advise the Lenders of the contents thereof. Each notice delivered by Administrative Borrower pursuant to this Section shall be
irrevocable; provided that a notice of termination of the Revolving Commitments delivered by Administrative Borrower may state that such notice is
conditioned upon the effectiveness of other credit facilities, in which case such notice may be revoked by Administrative Borrower (by notice to Agent on or
prior to the specified effective date) if such condition is not satisfied. Any termination or reduction of the Revolving Commitments shall be permanent. Each
reduction of the Revolving Commitments shall be made ratably among the Revolving Lenders in accordance with their respective Revolving Commitments.

(c) Borrowers shall have the right to increase the Maximum Credit by obtaining additional Revolving Commitments, either from one or more of the
Revolving Lenders or another lending institution provided that (i) any such request for an increase shall be in a minimum amount of $5,000,000,
(ii) Administrative Borrower, on behalf of Borrowers, may make a maximum of two (2) such requests, (iii) Agent has approved the identity of any such new
Revolving Lender, such approval not to be unreasonably withheld, (iv) any such new Revolving Lender assumes all of the rights and obligations of a
“Lender” hereunder, and (v) the procedure described in Section 2.4(d) have been satisfied.

(d) Any amendment hereto for such an increase or addition shall be in form and substance reasonably satisfactory to Agent and shall only require
the written signatures of Agent, Borrowers and the Revolving Lender(s) being added or increasing their Revolving Commitment, subject only to the approval of
all Lenders if any such increase would cause the Revolving Commitment to exceed $100,000,000. As a condition precedent to such an increase, Borrowers
shall deliver to Agent a certificate of each Borrower and each Guarantor (in sufficient copies for each Lender) signed by an Authorized Officer of each Borrower
and each Guarantor (i) certifying and attaching the resolutions adopted by such Loan Party approving or consenting
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to such increase, and (ii) in the case of Borrowers, certifying that, before and after giving effect to such increase, (A) the representations and warranties
contained in this Agreement and the other Financing Agreements are true and correct in all material respects, except to the extent that such representations and
warranties specifically refer to an earlier date, in which case they are true and correct in all material respects as of such earlier date, and (B) no Default has
occurred and is continuing.

2.5 Revolving Commitments . The aggregate amount of each Revolving Lender’s Pro Rata Share of the Revolving Loans and Letter of Credit Obligations
shall not exceed the amount of such Revolving Lender’s Revolving Commitment, as the same may from time to time be amended in accordance with the
provisions hereof.
2.6 Bank Products . Borrowers and Guarantors, or any of their Subsidiaries, may (but no such Person is required to) request that the Bank Product
Providers provide or arrange for such Person to obtain Bank Products from Bank Product Providers, and each Bank Product Provider may, in its sole
discretion, provide or arrange for such Person to obtain the requested Bank Products. Borrowers and Guarantors or any of their Subsidiaries that obtains
Bank Products shall indemnify and hold Agent, each Lender and their respective Affiliates harmless from any and all obligations now or hereafter owing to
any other Person by any Bank Product Provider in connection with any Bank Products other than for gross negligence or willful misconduct on the part of
any such indemnified Person. This Section 2.6 shall survive the payment of the Obligations and the termination of this Agreement. Borrower and its
Subsidiaries acknowledge and agree that the obtaining of Bank Products from Bank Product Providers (a) is in the sole discretion of such Bank Product
Provider, and (b) is subject to all rules and regulations of such Bank Product Provider. Upon the request by Borrowers and Guarantor and the acceptance by
such Bank Product Provider in the first sentence of this Section 2.6 , such Bank Product Provider shall be deemed a party hereto for purposes of any reference
in a Financing Agreement to the parties for whom Agent is acting, provided, that, the rights of such Bank Product Provider hereunder and under any of the
other Financing Agreements shall consist exclusively of such Bank Product Provider’s right to share in payments and collections out of the Collateral as set
forth herein. In connection with any such distribution of payments and collections, Agent shall be entitled to assume that no amounts are due to any Bank
Product Provider unless such Bank Product Provider has notified Agent in writing of any such liability owed to it as of the date of any such distribution.
2.7 Joint and Several Liability . Borrowers shall be liable for all Obligations due to Agent, Issuing Bank and Secured Parties under this Agreement,
regardless of which Borrower actually receives the Loans, Letters of Credit or other extensions of credit hereunder or the amount of such Loans received or the
manner in which Agent accounts for such Loans, Letters of Credit or other extensions of credit on its books and records. The Obligations with respect to
Loans and Letters of Credit or other extensions of credit made to a Borrower, and the Obligations arising as a result of the joint and several liability of a
Borrower hereunder, with respect to Loans and Letters of Credit or other extensions of credit made to the other Borrowers hereunder, shall be separate and
distinct obligations, but all such Obligations shall be primary obligations of all Borrowers. The Obligations arising as a result of the joint and several liability
of a Borrower hereunder with respect to Loans, Letters of Credit or other extensions of credit made to the other Borrowers hereunder shall, to the fullest extent
permitted by law, be
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unconditional irrespective of (a) the validity or enforceability, avoidance or subordination of the Obligations of the other Borrowers or of any promissory note
or other document evidencing all or any part of the Obligations of the other Borrowers, (b) the absence of any attempt to collect the Obligations from the other
Borrowers, any Guarantor or any other security therefor, or the absence of any other action to enforce the same, (c) the failure by Agent to take any steps to
perfect and maintain its security interest in, or to preserve its rights and maintain its security or collateral for the Obligations of the other Borrowers and
Guarantors, (d) the election of Agent in any proceeding instituted under the Bankruptcy Code, of the application of Section 1111(b)(2) of the Bankruptcy
Code, (e) the disallowance of all or any portion of the claim(s) of Agent for the repayment of the Obligations of the other Borrowers and Guarantors under
Section 502 of the Bankruptcy Code, or (f) any other circumstances which might constitute a legal or equitable discharge or defense of any obligor, other than
the payment of the Obligations and the willful misconduct, bad faith or gross negligence of Agent, any Issuing Bank or Lenders as determined pursuant to a
final, non-appealable order of a court of competent jurisdiction. With respect to the Obligations arising as a result of the joint and several liability of a
Borrower hereunder with respect to Loans, Letters of Credit or other extensions of credit made to the other Borrowers hereunder, each Borrower and Guarantor
waives, until the Obligations shall have been paid in full in immediately available funds and this Agreement shall have been terminated, any right to enforce
any right of subrogation or any remedy which Agent now has or may hereafter have against Borrowers and Guarantors, any endorser or any guarantor of all or
any part of the Obligations, and any benefit of, and any right to participate in, any security or collateral given to Agent. Upon any Event of Default and for so
long as the same is continuing, Agent may proceed directly and at once, without notice, against any Borrower or Guarantor to collect and recover the full
amount, or any portion of the Obligations, without first proceeding against the other Borrowers or any other Person, or against any security or collateral for the
Obligations. Each Borrower and Guarantor consents and agrees that Agent and Lenders shall be under no obligation to marshal any assets in favor of
Borrower(s) or Guarantors against or in payment of any or all of the Obligations.

2.8 Defaulting Lenders . Notwithstanding any provision of this Agreement to the contrary, if any Revolving Lender becomes a Defaulting Lender, then
the following provisions shall apply for so long as such Revolving Lender is a Defaulting Lender.
(a) fees shall cease to accrue on the unfunded portion of the Revolving Commitment of such Defaulting Lender pursuant to Section 3.2(a) ;

(b) the Revolving Commitment and the Pro Rata Share of the then outstanding Obligations of such Defaulting Lender shall not be included in
determining whether all Lenders, Covenant Required Lenders or the Required Lenders have taken or may take any action hereunder (including any consent to
any amendment or waiver pursuant to Section 11.4), provided that any waiver, amendment or modification requiring the consent of all Lenders or each
affected Lender which affects such Defaulting Lender disproportionately than other affected Lenders shall require the consent of such Defaulting Lender;
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(c) if any Letter of Credit Obligation exists at the time a Revolving Lender becomes a Defaulting Lender then:

(i) all or any part of the Letter of Credit Obligations shall be reallocated among the Revolving Lenders (other than those that are also
Defaulting Lenders) in accordance with their respective Pro Rata Share of Revolving Loans but only to the extent (x) the sum of all Revolving Lenders’ (other
than those that are also Defaulting Lenders) Pro Rata Share of the then outstanding Obligations consisting of Revolving Loans plus such Defaulting Lender’s
Letter of Credit Obligations does not exceed the total of all Revolving Lenders’ (other than those that are also Defaulting Lenders) Commitments and (y) the
conditions set forth in Section 4.2 are satisfied at such time;
(ii) if the reallocation described in clause (i) above cannot, or can only partially, be effected, Borrowers shall within three (3) Business
Days following notice by Agent cash collateralize such Defaulting Lender’s pro rata share of the Letter of Credit Obligations (after giving effect to any partial
reallocation pursuant to clause (i) above) in accordance with the procedures set forth in Section 2.3(h)(i) for so long as such Letter of Credit Obligation are
outstanding;

(iii) if Borrowers cash collateralize any portion of such Defaulting Lender’s pro rata share of the Letter of Credit Obligations pursuant to
Section 2.8(c) , Borrowers shall not be required to pay any fees to such Defaulting Lender pursuant to Section 3.2 with respect to such Defaulting Lender’s
Letter of Credit Obligations during the period such Defaulting Lender’s pro rata share of the Letter of Credit Obligations is cash collateralized;
(iv) if the Letter of Credit Obligations of the non-Defaulting Lenders is reallocated pursuant to Section 2.8(c) , then the fees payable to the
Revolving Lenders pursuant to Section 3.2 shall be adjusted in accordance with such non-Defaulting Lenders’ Pro Rata Share; and

(v) if any Defaulting Lender’s Letter of Credit Obligations are neither cash collateralized nor reallocated pursuant to Section 2.8(c) , then,
without prejudice to any rights or remedies of the Issuing Bank or any Lender hereunder, all facility fees that otherwise would have been payable to such
Defaulting Lender (solely with respect to the portion of such Defaulting Lender’s Commitment that was utilized by such Letter of Credit Obligations) and letter
of credit fees payable under Section 3.2 with respect to such Defaulting Lender’s pro rata share of the Letter of Credit Obligations shall be payable to the
Issuing Bank until such pro rata share of the Letter of Credit Obligations is cash collateralized and/or reallocated;

(d) the Issuing Bank shall not be required to issue, amend or increase any Letter of Credit, unless it is satisfied that the related exposure will be
100% covered by the Commitments of the Revolving Lenders (other than those that are also Defaulting Lenders) and/or cash collateral will be provided by
Borrowers in accordance with Section 2.8(c) , and participating interests in any such newly issued or increased Letters of Credit shall be allocated among
Revolving Lenders (other than those that are also Defaulting Lenders) in a manner consistent with Section 2.8(c)(i) (and Defaulting Lenders shall not
participate therein);
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(e) in the event and on the date that each of Agent, Borrowers and the Issuing Bank agrees that a Defaulting Lender has adequately remedied all
matters that caused such Lender to be a Defaulting Lender, then the Letter of Credit Obligations of the other Revolving Lenders shall be readjusted to reflect the
inclusion of such Revolving Lender’s Revolving Commitment and on such date such Revolving Lender shall purchase at par such of the Revolving Loans and
Letter of Credit Obligations of the other Revolving Lenders as Agent shall determine may be necessary in order for such Revolving Lender to hold such
Revolving Loans in accordance with its Pro Rata Share of Revolving Loans; and
(f) Agent shall not be obligated to transfer to a Defaulting Lender any payments received by Agent for the Defaulting Lender’s benefit, nor shall a
Defaulting Lender be entitled to the sharing of any payments hereunder (including any principal, interest or fees). Amounts payable to a Defaulting Lender
shall instead be paid to or retained by Agent. Agent may hold and, in its discretion, relend to a Borrower the amount of all such payments received or retained
by it for the account of such Defaulting Lender. The operation of this Section shall not be construed to increase or otherwise affect the Revolving Commitment
of any Revolving Lender, or relieve or excuse the performance by any Borrower or Guarantor of their duties and obligations hereunder.

2.9

Prepayment of Loans .

(a) Borrowers shall have the right at any time and from time to time to prepay any Loan in whole or in part, subject to prior notice in accordance
with paragraph (b) of this Section;
(b) Borrowers Representative shall notify Agent by telephone (confirmed by facsimile) of any prepayment hereunder (i) in the case of prepayment
of a Eurodollar Rate Loan, not later than 10:00 a.m., Chicago time, three Business Days before the date of prepayment or (ii) in the case of prepayment of an
ABR Loan, not later than 10:00 a.m., Chicago time, one Business Day before the date of prepayment. Each such notice shall be irrevocable and shall specify
the prepayment date and the principal amount of each Loan or portion thereof to be prepaid. Promptly following receipt of any such notice relating to a Loan,
Agent shall advise the Lenders of the contents thereof. Each prepayment of the Revolving Loans shall be applied ratably to the Revolving Loans. Each
prepayment of a Term Loan shall be applied to installments of the Term Loans in inverse order of maturity. Prepayments shall be accompanied by accrued
interest to the extent required by Section 3.1 .

SECTION 3. INTEREST AND FEES
3.1

Interest.

(a) Borrowers shall pay to Agent, for the benefit of Lenders, interest on the outstanding principal amount of the Loans at the applicable Interest
Rate. All interest accruing hereunder on and after the date of any Event of Default (for as long as such Event of Default is continuing) or termination hereof
shall be payable on demand.
(b) Each Borrower (or Administrative Borrower on behalf of such Borrower) may from time to time request that Loans be made as Eurodollar Rate
Loans or may request
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ABR Loans be converted to Eurodollar Rate Loans or that any existing Eurodollar Rate Loans continue for an additional Interest Period. Such request from a
Borrower (or Administrative Borrower on behalf of such Borrower) shall specify the amount of the Eurodollar Rate Loans or the amount of the ABR Loans to
be converted to Eurodollar Rate Loans or the amount of the Eurodollar Rate Loans to be continued (subject to the limits set forth below) and the Interest Period
to be applicable to such Eurodollar Rate Loans. Subject to the terms and conditions contained herein, two (2) Business Days after receipt by Agent of such a
request from a Borrower (or Administrative Borrower on behalf of such Borrower), such Eurodollar Rate Loans shall be made or ABR Loans shall be
converted to Eurodollar Rate Loans or such Eurodollar Rate Loans shall continue, as the case may be, provided, that, (i) no Default or Event of Default shall
have occurred and be continuing, (ii) no party hereto shall have sent any notice of termination of this Agreement, (iii) such Borrower (or Administrative
Borrower on behalf of such Borrower) shall have complied with such customary procedures as are established by Agent and specified by Agent to
Administrative Borrower from time to time for requests by Borrowers for Eurodollar Rate Loans, (iv) no more than six (6) Interest Periods may be in effect at
any one time, (v) the aggregate amount of the Eurodollar Rate Loans must be in an amount not less than $3,000,000 or an integral multiple of $500,000 in
excess thereof, (vi) the maximum amount of the Eurodollar Rate Loans which are Revolving Loans in the aggregate at any time requested by Borrowers shall
not exceed the amount equal to the lowest principal amount of the Revolving Loans which it is anticipated will be outstanding in Administrative Borrower’s
reasonable determination as confirmed by Agent in good faith (but with no obligation of Agent or Revolving Lenders to make such Revolving Loan), and
(vii) Agent and each Lender shall have reasonably determined that the Interest Period or Adjusted Eurodollar Rate is available to Agent and such Lender and
can be readily determined as of the date of the request for such Eurodollar Rate Loan by such Borrower. Any request by or on behalf of a Borrower for
Eurodollar Rate Loans or to convert Loans that are ABR Loans to Eurodollar Rate Loans or to continue any existing Loans that are Eurodollar Rate Loans shall
be irrevocable. Notwithstanding anything to the contrary contained herein, Agent and Lenders shall not be required to purchase United States Dollar deposits
in the London interbank market or other applicable Adjusted Eurodollar Rate market to fund any Eurodollar Rate Loans, but the provisions hereof shall be
deemed to apply as if Agent and Lenders had purchased such deposits to fund the Eurodollar Rate Loans.

(c) Any Eurodollar Rate Loans shall automatically convert to ABR Loans upon the last day of the applicable Interest Period, unless Agent has
received and approved a request to continue such Eurodollar Rate Loan at least two (2) Business Days prior to such last day in accordance with the terms
hereof. Any Eurodollar Rate Loans shall, at Agent’s option, upon notice by Agent to Administrative Borrower, be subsequently converted to ABR Loans in the
event that this Agreement shall terminate or not be renewed. Borrowers shall pay to Agent, for the benefit of Lenders, upon demand by Agent (or Agent may, at
its option, charge any loan account of any Borrower) any amounts required to compensate any Lender or Participant for any loss (including loss of anticipated
profits), cost or expense incurred by such Person, as a result of the conversion of Eurodollar Rate Loans to ABR Loans pursuant to any of the foregoing on a
date other than the last day of any relevant Interest Period.

(d) Interest shall be payable by Borrowers to Agent, for the account of Revolving Lenders and the Term Lenders, as applicable, monthly in arrears
not later than the first day of each calendar month and shall be calculated on the basis of a three hundred sixty
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(360) day year and actual days elapsed. The Interest Rate on non-contingent Obligations (other than Eurodollar Rate Loans) shall increase or decrease by an
amount equal to each increase or decrease in the Alternate Base Rate effective on the date of any change in such Alternate Base Rate. In no event shall charges
constituting interest payable by Borrowers to Agent and Lenders exceed the maximum amount or the rate permitted under any applicable law or regulation, and
if any such part or provision of this Agreement is in contravention of any such law or regulation, such part or provision shall be deemed amended to conform
thereto.

3.2

Fees.

(a) Borrowers shall pay to Agent, for the account of Revolving Lenders, monthly an unused line fee at a rate equal to one half (.50%) percent per
annum calculated upon the amount by which the Maximum Credit exceeds the average daily principal balance of the outstanding Revolving Loans and Letters
of Credit during the immediately preceding month (or part thereof), in which case it shall be calculated on the basis of days actually elapsed during such
month) while this Agreement is in effect and for so long thereafter as any of the Obligations (other than indemnities and contingent Obligations which survive
the termination of this Agreement and the other Financing Agreements) are outstanding, which fee shall be payable on the first day of each month in arrears.
(b) In the case of all Letters of Credit, Borrowers shall pay to Agent, for the account of Revolving Lenders, a fee at a rate equal to Applicable
Margin for Eurodollar Rate Loans (then in effect) per annum on the average daily maximum amount available to be drawn under all of such Letters of Credit
for the immediately preceding month (or part thereof), in which case it shall be calculated on the basis of days actually elapsed during such month) payable in
arrears as of the first day of each succeeding month, computed for each day from the date of issuance to the date of expiration; except that Borrowers shall
pay, at Agent’s option, with notice, such fee at a rate two (2%) percent greater than the otherwise applicable rate on such average daily maximum amount for:
(i) the period from and after the date of termination or non-renewal of this Agreement until Revolving Lenders have received full and final payment of all
Obligations (other than contingent Obligations not yet accrued) notwithstanding entry of a judgment against any Borrower or Guarantor and (ii) the period
from and after the date of the occurrence of an Event of Default for so long as such Event of Default is continuing. Such letter of credit fees shall be calculated
on the basis of a three hundred sixty (360) day year and actual days elapsed and the obligation of Borrowers to pay such fee shall survive the termination or
non-renewal of this Agreement. In addition to the letter of credit fees provided above, Borrowers shall pay to Issuing Bank for its own account (without sharing
with Lenders), a letter of credit fronting fee equal to one-quarter of one (1/4%) percent (on a per annum basis) calculated upon the daily outstanding balance of
the Letter of Credit Obligations for the immediately preceding month (or part thereof), payable in arrears as of the first day of each succeeding month and
negotiation fees agreed to by Borrowers and Issuing Bank from time to time and the customary charges from time to time of Issuing Bank with respect to the
issuance, amendment, transfer, administration, cancellation and conversion of, and drawings under, such Letters of Credit.
(c) Borrowers shall pay to Agent the other fees and amounts set forth in the Fee Letter in the amounts and at the times specified therein. To the
extent payment in full of the
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applicable fee is received by Agent from Borrowers on or about the date hereof, Agent shall pay to each Lender its share of such fees in accordance with the
terms of the arrangements of Agent with such Lender.

(d) Borrowers shall pay to Agent, for the account of Term Lenders, monthly an unused fee at a rate equal to one half (.50%) percent per annum
calculated upon the amount of the total Term Loan Commitments, which fee shall accrue during the period commencing on the Closing Date and continuing
through and including the earlier of (i) on March 7, 2011 and (ii) the date the Term Loan is advanced, which fee shall be calculated on the basis of days
actually elapsed during such period and shall be payable on the first day of each month in arrears.
3.3

Changes in Laws and Increased Costs of Loans .

(a) If after the date hereof, either (i) any change in, or in the interpretation of, any law or regulation is introduced, including, with respect to reserve
requirements, applicable to any Lender or any banking or financial institution from whom any Lender borrows funds or obtains credit (a “ Funding Bank ”),
or (ii) a Funding Bank or any Lender complies with any future guideline or request from any Governmental Authority or (iii) a Funding Bank, any Lender or
Issuing Bank determines that the adoption of any applicable law, rule or regulation regarding capital adequacy, or any change therein, or any change in the
interpretation or administration thereof by any Governmental Authority, central bank or comparable agency charged with the interpretation or administration
thereof has or would have the effect described below, or a Funding Bank, any Lender or Issuing Bank complies with any request or directive regarding capital
adequacy (whether or not having the force of law) of any such Governmental Authority, and in the case of any event set forth in this clause (iii) , such
adoption, change or compliance has or would have the effect of reducing the rate of return on any Lender’s or Issuing Bank’s capital as a consequence of its
obligations hereunder to a level below that which such Lender or Issuing Bank could have achieved but for such adoption, change or compliance (taking into
consideration the Funding Bank’s or Lender’s or Issuing Bank’s policies with respect to capital adequacy) by an amount reasonably deemed by such Lender
or Issuing Bank to be material, and the result of any of the foregoing events described in clauses (i) , (ii) or (iii) is or results in an increase in the cost to any
Lender or Issuing Bank of funding or maintaining the Loans, the Letters of Credit or its Commitment (other than any increased cost resulting from (A) Taxes
(as to which Section 6.5 and the limitations thereto shall govern) and any other taxes, or (B) changes in the basis of taxation of overall net income by the
jurisdiction under the laws of which the Agent or such Lender is organized or in which the Agent’s or such Lender’s lending office is located or any political
subdivision thereof), then Borrowers and Guarantors shall from time to time upon demand by Agent pay to Agent additional amounts sufficient to indemnify
such Lender or Issuing Bank, as the case may be, against such increased cost on an after-tax basis (after taking into account applicable deductions and
credits in respect of the amount indemnified). A certificate as to the amount of such increased cost and the calculation thereof, including reasonable supporting
information, shall be submitted to Administrative Borrower by Agent or the applicable Lender and shall be prima facie evidence, absent manifest error.
(b) If prior to the first day of any Interest Period, (i) Agent shall have determined in good faith (which determination shall be prima facie evidence)
that, by reason of circumstances affecting the relevant market, adequate and reasonable means do not exist for
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ascertaining the Adjusted Eurodollar Rate for such Interest Period, (ii) Agent has received notice from the Required Lenders that the Adjusted Eurodollar Rate
determined or to be determined for such Interest Period will not adequately and fairly reflect the cost to Lenders of making or maintaining Eurodollar Rate
Loans during such Interest Period, or (iii) Dollar deposits in the principal amounts of the Eurodollar Rate Loans to which such Interest Period is to be
applicable are not generally available in the London interbank market, Agent shall give a written certificate to that effect to Administrative Borrower as soon as
practicable thereafter, and will also give prompt written notice to Administrative Borrower when such conditions no longer exist. If such notice is given (A) any
Eurodollar Rate Loans requested to be made on the first day of such Interest Period shall be made as ABR Loans, (B) any Loans that were to have been
converted on the first day of such Interest Period to or continued as Eurodollar Rate Loans shall be converted to or continued as ABR Loans and (C) each
outstanding Eurodollar Rate Loan shall be converted, on the last day of the then-current Interest Period thereof, to ABR Loans. Until such notice has been
withdrawn by Agent, no further Eurodollar Rate Loans shall be made or continued as such, nor shall any Borrower (or Administrative Borrower on behalf of
any Borrower) have the right to convert ABR Loans to Eurodollar Rate Loans.

(c) Notwithstanding any other provision herein, if the adoption of or any change in any law, treaty, rule or regulation or final, non-appealable
determination of an arbitrator or a court or other Governmental Authority or in the interpretation or application thereof occurring after the date hereof shall make
it unlawful for Agent or any Lender to make or maintain Eurodollar Rate Loans as contemplated by this Agreement, (i) Agent or such Lender shall promptly
give written certificate describing such circumstances to Administrative Borrower and Agent (which notice shall be prima facie, absent manifest error, and
shall be withdrawn whenever such circumstances no longer exist), (ii) the Commitment of such Lender hereunder to make Eurodollar Rate Loans, continue
Eurodollar Rate Loans as such and convert ABR Loans to Eurodollar Rate Loans shall forthwith be canceled and, until such time as it shall no longer be
unlawful for such Lender to make or maintain Eurodollar Rate Loans, such Lender shall then have a Commitment only to make an ABR Loan when a
Eurodollar Rate Loan is requested and (iii) such Lender’s Loans then outstanding as Eurodollar Rate Loans, if any, shall be converted automatically to ABR
Loans on the respective last days of the then current Interest Periods with respect to such Loans or within such earlier period as required by law. If any such
conversion of a Eurodollar Rate Loan occurs on a day which is not the last day of the then current Interest Period with respect thereto, Borrowers and
Guarantors shall pay to such Lender such amounts, if any, as may be required pursuant to Section 3.3(d) below.
(d) Prior to requesting indemnification from the Borrowers for any material increased costs described in Sections 3.3(a) and (c) hereto (“ Increased

Costs”),
(i) any Lender affected by any Increased Costs (an “ Affected Lender ”) shall make commercially reasonable efforts to designate a different
lending office, if such designation would prevent the accruing of Increased Costs or decrease the amount thereof by a material amount, and would not, in the
commercially reasonable judgment of Affected Lender, be otherwise disadvantageous to Affected Lender, and
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(ii) if such designating of a different lending office would, in the reasonable judgment of Affected Lender, be disadvantageous to Affected
Lender, then such Lender shall either:

(A) assign all of its rights and obligations under this Agreement to an Eligible Transferee, if such assignment would eliminate or
materially reduce the amount of the Increased Costs, and would not, in the reasonable judgment of Affected Lender, be disadvantageous to Affected Lender; or
(B) offer the Borrower to repay within fifteen (15) Business Days after written notice provided to the Borrower (with a copy to
Agent) to that effect, all of Affected Lender’s interest in the Loans. Any repayment by the Borrower pursuant to this Section 3.3(d)(ii)(B) shall be made directly
to the Affected Lender without giving effect to Section 6.4 , Section 6.10 or any other provision in this Agreement to the contrary.

(e) Borrowers and Guarantors shall indemnify Agent and each Lender and agree to hold Agent and each Lender harmless from any loss or expense
which Agent or such Lender may sustain or incur as a consequence of (i) default by any Borrower in making a borrowing of, conversion into or extension of
Eurodollar Rate Loans after such Borrower (or Administrative Borrower on behalf of such Borrower) has given a notice requesting the same in accordance with
the provisions of this Agreement, (ii) default by any Borrower in making any prepayment of a Eurodollar Rate Loan after such Borrower has given a notice
thereof in accordance with the provisions of this Agreement, and (iii) the making of a prepayment of Eurodollar Rate Loans on a day which is not the last
Business Day of an Interest Period with respect thereto. With respect to Eurodollar Rate Loans, such indemnification may include an amount equal to the
excess, if any, of (A) the amount of interest which would have accrued on the amount so prepaid, or not so borrowed, converted or extended, for the period
from the date of such prepayment or of such failure to borrow, convert or extend to the last Business Day of the applicable Interest Period (or, in the case of a
failure to borrow, convert or extend, the Interest Period that would have commenced on the date of such failure) in each case at the applicable rate of interest for
such Eurodollar Rate Loans provided for herein over (B) the amount of interest (as determined by such Agent or such Lender) which would have accrued to
Agent or such Lender on such amount by placing such amount on deposit for a comparable period with leading banks in the interbank Eurodollar market.
This covenant shall survive the termination or non-renewal of this Agreement and the indefeasible payment in full of the Obligations.

SECTION 4. CONDITIONS PRECEDENT
4.1 Conditions Precedent to Initial Loans and Letters of Credit . The obligation of Lenders to make the initial Loans and of the Issuing Bank to issue
Letters of Credit hereunder is subject to the satisfaction of, or waiver (in accordance with Section 11.4) of, immediately prior to or concurrently with the
making of such Loan or the issuance of such Letters of Credit of each of the following conditions precedent:
(a) all requisite corporate action and proceedings in connection with this Agreement and the other Financing Agreements shall be reasonably
satisfactory in form and substance to Agent, and Agent shall have received all information and copies of all documents,
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including records of requisite corporate action and proceedings which Agent may have reasonably requested in connection therewith, such documents where
requested by Agent or its counsel to be certified by appropriate corporate officers or Governmental Authority (and including a copy of the certificate of
incorporation of each Borrower and Guarantor certified by the Secretary of State (or equivalent Governmental Authority) which shall set forth the same
complete corporate name of such Borrower or Guarantor as is set forth herein and such document as shall set forth the organizational identification number of
each Borrower or Guarantor, if one is issued in its jurisdiction of incorporation);
(b) no material adverse change shall have occurred in the assets or business of Borrower since the date of Agent’s latest field examination and no
change or event shall have occurred which would materially impair the ability of any Borrower or Guarantor to perform its obligations hereunder or under any
of the other Financing Agreements to which it is a party or of Agent or any Lender to enforce the Obligations or realize upon the Collateral;

(c) Agent shall have received satisfactory projections for the fiscal years ending 2011 through 2013;
(d) all fees, costs and expenses payable by Borrower, as of the effectiveness of this Agreement, under the terms of this Agreement and the other
Financing Agreements shall have been paid in full;

(e) Agent shall have received, in form and substance satisfactory to Agent, such opinion letters of counsel to Borrowers and Guarantors with
respect to the Financing Agreements, and such other matters as Agent may reasonably request;
(f) This Agreement and the other Financing Agreements and all instruments and documents hereunder and thereunder shall have been duly
executed by the applicable parties thereto and delivered to Agent, in form and substance reasonably satisfactory to Agent.

4.2 Conditions Precedent to All Loans and Letters of Credit . The obligation of Lenders to make the Loans, including the initial Loans, or of Issuing
Bank to issue any Letter of Credit, including the initial Letters of Credit, is subject to the further satisfaction of, or waiver of, immediately prior to or
concurrently with the making of each such Loan or the issuance of such Letter of Credit of each of the following conditions precedent:
(a) all representations and warranties contained herein and in the other Financing Agreements shall be true and correct in all material respects with
the same effect as though such representations and warranties had been made on and as of the date of the making of each such Loan or providing each such
Letter of Credit and after giving effect thereto, except to the extent that such representations and warranties expressly relate solely to an earlier date (in which
case such representations and warranties shall have been true and accurate on and as of such earlier date);

(b) no law, regulation, order, judgment or decree of any Governmental Authority shall exist, and no action, suit, investigation, litigation or
proceeding shall be pending or before any Governmental Authority, which (i) purports to enjoin, prohibit, restrain or otherwise affect (A) the making of the
Loans or providing the Letters of Credit, or (B) the
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consummation of the transactions contemplated pursuant to the terms hereof or the other Financing Agreements or (ii) has a reasonable likelihood of having a
Material Adverse Effect;

(c) so long as the limitations with respect to secured indebtedness and limitation on liens set forth in Secured Note Documents remain in effect,
Administrative Borrower shall, together with any request for a Loan or Letter of Credit, deliver a certificate of its chief financial officer or Vice PresidentFinance to Agent stating that after giving effect to the Loan or Letters of Credit requested, the outstanding amount of Revolving Loans and Letter of Credit
Obligations outstanding under this Agreement when taken together with all other Indebtedness outstanding under Credit Facilities (as such term is defined in
the Senior Secured Note Indenture) does not exceed the Senior Secured Note Priority Lien Debt Limit, and setting forth the calculations with respect thereto;

(d) no Default or Event of Default shall exist or have occurred and be continuing on and as of the date of the making of such Loan or providing
each such Letter of Credit and immediately after giving effect thereto; and
(e) after giving effect to any Revolving Loan or the issuance of any Letter of Credit, Excess Availability is not less than zero.
Each Loan and each issuance, increase, renewal or extension (other than automatic renewals and extensions of evergreen Letters of Credit) of a Letter of Credit
shall be deemed to constitute a representation and warranty by Borrowers on the date thereof as to the matters specified in paragraphs (a) , (b), (c), (d) and
(e) of this Section.

SECTION 5. GRANT AND PERFECTION OF SECURITY INTEREST

5.1 Grant of Security Interest . To secure payment and performance of all Obligations, each Borrower and Guarantor hereby grants to Agent, for itself
and the benefit of the Secured Parties, a continuing security interest in, a lien upon, and a right of set off against, as security, all of the following personal
property and fixtures, and interests in personal property and fixtures, of each Borrower and Guarantor, whether now owned or hereafter acquired or existing,
and wherever located (together with all other collateral security for the Obligations at any time granted to or held or acquired by Agent or any Secured Party,
collectively, the “Collateral ”), including:
(a) all Accounts;
(b) all General Intangibles;

(c) all Intellectual Property and all rights to registration of any domain name;

(d) all Goods, including but not limited to, Inventory and Equipment;
(e) all Chattel Paper, including, all tangible and electronic Chattel Paper;

(f) all Instruments, including, all promissory notes;
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(g) all Documents;

(h) all Deposit Accounts;

(i) all letters of credit, banker’s acceptances and similar instruments and including all Letter-of-Credit Rights;

(j) all Supporting Obligations and all present and future liens, security interests, rights, remedies, title and interest in, to and in respect of
Receivables and other Collateral, including (i) rights and remedies under or relating to guaranties, contracts of suretyship, letters of credit and credit and other
insurance related to the Collateral, (ii) rights of stoppage in transit, replevin, repossession, reclamation and other rights and remedies of an unpaid vendor,
lienor or secured party, (iii) Goods described in invoices, documents, contracts or instruments with respect to, or otherwise representing or evidencing,
Receivables or other Collateral, including returned, repossessed and reclaimed Goods, and (iv) deposits by and property of Account Debtors or other Persons
securing the obligations of Account Debtors;
(k) all (i) Investment Property (including, but not limited to, Securities, whether certificated or uncertificated, Securities accounts, Security
entitlements, commodity contracts or commodity accounts) and (ii) monies, credit balances, deposits and other property of any Borrower or Guarantor now or
hereafter held or received by or in transit to Agent, any Lender or its Affiliates or at any other depository or other institution from or for the account of any
Borrower or Guarantor, whether for pledge, custody, transmission, collection or otherwise;

(l) all commercial tort claims, including, those identified in Schedule 5.2(g) hereto;
(m) to the extent not otherwise described above, all Receivables;

(n) all Records; and

(o) all accessions to, substitutions for and replacements, products and proceeds of the foregoing, in any form, including insurance proceeds and
all claims against third parties for loss or damage to or destruction of or other involuntary conversion of any kind or nature of any or all of the other Collateral.
Notwithstanding anything herein to the contrary, in no event shall the Collateral include, and Borrowers and Guarantors shall not be deemed to have
granted a security interest in, (i) any personal (other than Accounts, Inventory and Intellectual Property) and Real Property, fixtures and interest of any
Borrower or Guarantor which are not assignable or are incapable of being encumbered as a matter of law, except for the products and proceeds thereof, (ii) any
Borrower’s or Guarantor’s rights or interests in any license, contract or agreement with respect to Intellectual Property (which is not owned by such Borrower
or Guarantor) to which such Borrower or Guarantor is a party or any of its rights or interests thereunder to the extent, but only to the extent, that such a grant
would, under applicable law, result in a breach of the terms of, or constitute a default under any license, contract or agreement to which such Borrower or
Guarantor is a party (except for the products and proceeds thereof); provided, however, upon the ineffectiveness, lapse or termination of any such provision,
the Collateral shall include, and such
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Borrower or Guarantor shall be deemed to have granted a security interest in, all such rights and interests as if such provision had never been in effect, and
(iii) the Capital Stock of any Foreign Subsidiary to the extent that such Capital Stock constitutes more than sixty-five percent (65%) of the Voting Stock of all
classes of the Capital Stock of such Foreign Subsidiary that are entitled to vote, except for the products and proceeds thereof as long as such products or
proceeds do not cause the aggregate amount of the Voting Stock of such Foreign Subsidiary part of the Collateral to exceed at any time sixty-five percent
(65%) of the Voting Stock of all classes of the Capital Stock of such Foreign Subsidiary. Notwithstanding the foregoing, the Collateral shall exclude any
rights to any Intellectual Property, or License Agreements that would be cancelled or rendered invalid or unenforceable under applicable law by the grant of a
security interest created pursuant to the terms of this Agreement, for as long as such prohibition or reason for invalidity under applicable law exists, except for
the products and proceeds thereof. If any Borrower or Guarantor is required to deliver an estoppel letter with respect to any leasehold to the landlord party to
such lease (or to the mortgagor of such landlord), the Collateral shall also exclude any rights to such leasehold to the extent necessary to permit such Borrower
or Guarantor to certify that such leasehold is not subject to any assignment or hypothecation, and solely for purposes of such estoppel letter.

5.2

Perfection of Security Interests .

(a) Each Borrower and Guarantor irrevocably and unconditionally authorizes Agent (or its agent) to file at any time and from time to time such
financing statements with respect to the Collateral naming Agent or its designee as the secured party and such Borrower or Guarantor as debtor, as Agent may
reasonably require, and including any other information with respect to such Borrower or Guarantor or otherwise required by part 5 of Article 9 of the
Uniform Commercial Code of such jurisdiction or under the PPSA, as Agent may reasonably determine, together with any amendment and continuations with
respect thereto, which authorization shall apply to all financing statements filed on, prior to or after the date hereof. Any such financing statements may
indicate the Collateral as (i) all assets of the debtor or words of similar effect, regardless of whether any particular asset comprised in the Collateral falls within
the scope of Article 9 of the UCC of such jurisdiction or under the PPSA, or (ii) by any other description which reasonably approximates the description
contained herein. Each Borrower and Guarantor hereby ratifies and approves all financing statements naming Agent or its designee as secured party and such
Borrower or Guarantor, as the case may be, as debtor with respect to the Collateral (and any amendments with respect to such financing statements) filed by
or on behalf of Agent prior to the date hereof and ratifies and confirms the authorization of Agent to file such financing statements (and amendments, if any).
Each Borrower and Guarantor hereby authorizes Agent to adopt on behalf of such Borrower and Guarantor any symbol required for authenticating any
electronic filing. In the event that the description of the collateral in any financing statement naming Agent or its designee as the secured party and any
Borrower or Guarantor as debtor includes assets and properties of such Borrower or Guarantor that do not at any time constitute Collateral, whether hereunder,
under any of the other Financing Agreements or otherwise, the filing of such financing statement shall nonetheless be deemed authorized by such Borrower or
Guarantor to the extent of the Collateral included in such description and it shall not render the financing statement ineffective as to any of the Collateral or
otherwise affect the financing statement as it applies to any of the Collateral, provided, that, the inclusion of the description of assets and properties of such
Borrower or Guarantor that do not constitute
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Collateral in any financing statement shall not be deemed a grant of a security interest in such asset of such Borrower or Guarantor in favor of Agent and
Secured Parties. In no event shall any Borrower or Guarantor at any time file, or permit or cause to be filed, any correction statement or termination statement
with respect to any financing statement (or amendment or continuation with respect thereto) naming Agent or its designee as secured party and such Borrower
or Guarantor as debtor without the prior written consent of Agent. Each Borrower and Guarantor acknowledges that it is not authorized to file any financing
statement, amendment, termination statement or correction statement with respect to any financing statement without the prior written consent of Agent.
(b) Each Borrower and Guarantor does not have any Chattel Paper (whether tangible or electronic) or Instruments as of the date hereof, except as
set forth in the Information Certificate. In the event that any Borrower or Guarantor shall be entitled to or shall receive any Chattel Paper or Instrument after the
date hereof, which together with all other Chattel Paper or Instruments that Borrower has become entitled to or has received after the date hereof has an aggregate
fair market value in excess of $100,000, Borrowers and Guarantors shall promptly notify Agent thereof in writing. Promptly upon the receipt thereof by or on
behalf of any Borrower or Guarantor (including by any agent or representative), such Borrower or Guarantor shall deliver, or cause to be delivered to Agent, all
such tangible Chattel Paper and Instruments that such Borrower or Guarantor has or may at any time acquire, accompanied by such instruments of transfer
or assignment duly executed in blank as Agent may from time to time specify, in each case except as Agent may otherwise agree. At Agent’s option, each
Borrower and Guarantor shall, or Agent may at any time on behalf of any Borrower or Guarantor, cause the original of any such Instrument or Chattel Paper
with an aggregate fair market value in excess of $100,000, to be conspicuously marked in a form and manner acceptable to Agent with the following legend
referring to Chattel Paper or Instruments as applicable: “This [chattel paper] [instrument] is subject to the security interest of JPMorgan Chase Bank, N.A.,
and any sale, transfer, assignment or encumbrance of this [chattel paper] [instrument] violates the rights of such secured party.”

(c) In the event that any Borrower or Guarantor shall at any time hold or acquire an interest in any electronic Chattel Paper or any “transferable
record” (as such term is defined in Section 201 of the Federal Electronic Signatures in Global and National Commerce Act or in Section 16 of the Uniform
Electronic Transactions Act as in effect in any relevant jurisdiction, or any similar or successor act, law or statute) which together with all other electronic
Chattel Paper or “transferable record” that Borrower has become entitled to or has received after the date hereof has an aggregate fair market value in excess of
$100,000, such Borrower or Guarantor shall promptly notify Agent thereof in writing. Promptly upon Agent’s request, such Borrower or Guarantor shall take,
or cause to be taken, such actions as Agent may request to give Agent control of such electronic Chattel Paper under Section 9-105 of the UCC and control of
such transferable record under Section 201 of the Federal Electronic Signatures in Global and National Commerce Act or, as the case may be, Section 16 of
the Uniform Electronic Transactions Act, as in effect in such jurisdiction, or any similar or successor act, law or statute.
(d) Each Borrower and Guarantor does not have any Deposit Accounts as of the date hereof, except (x) Store Accounts or (y) as set forth in the
Information Certificate. Borrowers and Guarantors shall not, directly or indirectly, after the date hereof open, establish or
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maintain any Deposit Account unless each of the following conditions is satisfied: (i) Agent shall have received not less than five (5) Business Days prior
written notice of the intention of any Borrower or Guarantor to open or establish such account which notice shall specify in reasonable detail and specificity
reasonably acceptable to Agent the name of the account, the owner of the account, the name and address of the bank at which such account is to be opened or
established, the individual at such bank with whom such Borrower or Guarantor is dealing and the purpose of the account, (ii) the bank where such account
is opened or maintained shall be an Eligible Depository Bank or shall be reasonably acceptable to Agent, and (iii) on or before the opening of such Deposit
Account, such Borrower or Guarantor shall as Agent may reasonably specify either (A) deliver to Agent a Deposit Account Control Agreement with respect to
such Deposit Account duly authorized, executed and delivered by such Borrower or Guarantor and the bank at which such Deposit Account is opened and
maintained or (B) arrange for Agent to become the customer of the bank with respect to the Deposit Account on terms and conditions reasonably acceptable to
Agent. The terms of this subsection (d) shall not apply to Deposit Accounts which are Store Accounts, Zero Balance Accounts, Manual Sweeping Accounts or
Deposit Accounts specifically and exclusively used for payroll, payroll taxes and other employee wage and benefit payments to or for the benefit of any
Borrower’s or Guarantor’s salaried employees. Agent shall not exercise control over any Deposit Account until an Event of Default has occurred or a
Compliance Period has commenced, and thereafter for only so long as it is continuing; and Agent shall cease to exercise control over any Deposit Accounts at
such time as no Event of Default and no Compliance Period is then continuing.
(e) No Borrower or Guarantor owns or holds, directly or indirectly, beneficially or as record owner or both, any Investment Property, as of the
date hereof, or have any investment account, Securities account, commodity account or other similar account with any bank or other financial institution or
other securities intermediary or commodity intermediary as of the date hereof, in each case except as set forth in the Information Certificate.
(i) In the event that any Borrower or Guarantor shall be entitled to or shall at any time after the date hereof hold or acquire any certificated
Securities, which together with all other certificated Securities that Borrower holds or acquires an interest in after the date hereof have an aggregate fair market
value in excess of $100,000, such Borrower or Guarantor shall promptly endorse, assign and deliver the same to Agent, accompanied by such instruments of
transfer or assignment duly executed in blank as Agent may from time to time specify. If any Securities, now or hereafter acquired by any Borrower or
Guarantor are uncertificated and are issued to such Borrower or Guarantor or its nominee directly by the issuer thereof, and such Securities together with all
other such Securities acquired by Borrower have an aggregate fair market value in excess of $100,000, such Borrower or Guarantor shall immediately notify
Agent thereof and shall as Agent may reasonably specify, either (A) cause the issuer to agree to comply with instructions from Agent as to such Securities,
without further consent of any Borrower or Guarantor or such nominee (it being understood that Agent shall not give any such issuer any such instructions
unless an Event of Default has occurred and is continuing), or (B) arrange for Agent to become the registered owner of the Securities.

(ii) Borrowers and Guarantors shall not, directly or indirectly, after the date hereof open, establish or maintain any investment account,
securities account, commodity account or any other similar account (other than a Deposit Account) with any securities
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intermediary or commodity intermediary unless each of the following conditions is satisfied: (A) Agent shall have received not less than five (5) Business
Days prior written notice of the intention of such Borrower or Guarantor to open or establish such account which notice shall specify in reasonable detail and
specificity reasonably acceptable to Agent the name of the account, the owner of the account, the name and address of the securities intermediary or commodity
intermediary at which such account is to be opened or established, the individual at such intermediary with whom such Borrower or Guarantor is dealing and
the purpose of the account, (B) the securities intermediary or commodity intermediary (as the case may be) where such account is opened or maintained shall
be acceptable to Agent, and (C) on or before the opening of such investment account, securities account or other similar account with a securities intermediary
or commodity intermediary, such Borrower or Guarantor shall as Agent may specify either (1) execute and deliver, and cause to be executed and delivered to
Agent, an Investment Property Control Agreement with respect thereto duly authorized, executed and delivered by such Borrower or Guarantor and such
securities intermediary or commodity intermediary or (2) arrange for Agent to become the entitlement holder with respect to such Investment Property on terms
and conditions reasonably acceptable to Agent. Agent shall not exercise control over any investment account, securities account, commodity account or other
similar account (other than any Deposit Accounts which shall be governed by Section 5.2(d) above) unless an Event of Default has occurred or a Compliance
Period has commenced, and thereafter for only so long as it is continuing; and Agent shall cease to exercise control over any investment account, securities
account, commodity account or other similar account at such time as no Event of Default and no Compliance Period is then continuing.
(f) Borrowers and Guarantors are not the beneficiary or otherwise entitled to any right to payment under any letter of credit, banker’s acceptance or
similar instrument as of the date hereof, except as set forth in the Information Certificate. In the event that any Borrower or Guarantor shall be entitled to or
shall receive any right to payment under any letter of credit, banker’s acceptance or any similar instrument, whether as beneficiary thereof or otherwise after
the date hereof, which together with all other letters of credit, banker’s acceptances and similar instruments that Borrower has become entitled to or has
received after the date hereof has an aggregate fair market value in excess of $100,000, such Borrower or Guarantor shall promptly notify Agent thereof in
writing. Such Borrower or Guarantor shall promptly, as Agent may reasonably specify, either (i) deliver, or cause to be delivered to Agent, with respect to any
such letter of credit, banker’s acceptance or similar instrument, the written agreement of the issuer and any other nominated Person obligated to make any
payment in respect thereof (including any confirming or negotiating bank), in form and substance reasonably satisfactory to Agent, consenting to the
assignment of the proceeds of the letter of credit to Agent by such Borrower or Guarantor and agreeing to make all payments thereon directly to Agent or as
Agent may otherwise direct upon the occurrence and during the continuance of an Event of Default or (ii) cause Agent to become, at Borrowers’ expense, the
transferee beneficiary of the letter of credit, banker’s acceptance or similar instrument (as the case may be) upon the occurrence and during the continuance of
an Event of Default).
(g) Except as set forth in Schedule 5.2(g) hereto, on the date hereof, Borrowers and Guarantors do not have any commercial tort claims with
respect to which the amount claimed exceeds $1,000,000 and either a written demand therefor has been made or legal action has commenced. In the event that
any Borrower or Guarantor shall at any time after the
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date hereof have any commercial tort claims with respect to which the amount claimed exceeds $1,000,000 and either a written demand therefor has been made
or legal action has commenced, or if any Event of Default exists, upon Agent’s request, if any Borrower or Guarantor has any commercial tort claims, such
Borrower or Guarantor shall promptly notify Agent thereof in writing, which notice shall (i) set forth in reasonable detail the basis for and nature of such
commercial tort claim and (ii) include the express grant by such Borrower or Guarantor to Agent of a security interest in such commercial tort claim (and the
proceeds thereof). In the event that such notice does not include such grant of a security interest, the sending thereof by such Borrower or Guarantor to Agent
shall be deemed to constitute such grant to Agent. Upon the sending of such notice, any commercial tort claim described therein shall constitute part of the
Collateral and shall be deemed included therein. Without limiting the authorization of Agent provided in Section 5.2(a) hereof or otherwise arising by the
execution by such Borrower or Guarantor of this Agreement or any of the other Financing Agreements, Agent is hereby irrevocably authorized from time to time
and at any time to file such financing statements naming Agent or its designee as secured party and such Borrower or Guarantor as debtor, or any
amendments to any financing statements, covering any such commercial tort claim as Collateral. In addition, each Borrower and Guarantor shall promptly
upon Agent’s reasonable request, execute and deliver, or cause to be executed and delivered, to Agent such other agreements, documents and instruments as
Agent may require in connection with such commercial tort claim.

(h) Borrowers and Guarantors do not have any Goods, documents of title or other Collateral in the custody, control or possession of a third party
as of the date hereof, except as set forth in the Information Certificate and except for Goods located in the United States (and Goods located in Canada, so long
as Agent has received prior notification thereof and Borrowers have taken all action reasonably requested by Agent to perfect the security interest of Agent and
Secured Parties therein) in transit to a location of a Borrower or Guarantor permitted herein in the ordinary course of business of such Borrower or Guarantor
in the possession of any carrier transporting such Goods. In the event that any Goods covered by documents of title or other Collateral with a fair market value
in excess of $50,000 are at any time after the date hereof in the custody, control or possession of any other Person not referred to in the Information Certificate
or such carriers, Borrowers and Guarantors shall promptly notify Agent thereof in writing. Promptly upon Agent’s reasonable request, Borrowers and
Guarantors shall deliver to Agent a Collateral Access Agreement, subject to Section 9.2 hereof, duly authorized, executed and delivered by such Person and the
Borrower or Guarantor that is the owner of such Collateral, except where the fair market value of the Collateral involved is less than $50,000.
(i) Each Borrower and Guarantor will use commercially reasonable efforts to maintain the Intellectual Property owned by it, defend the Intellectual
Property against the claims of all persons, and will maintain and renew all registrations of the Intellectual Property, if applicable; provided, that, Borrowers
and Guarantors shall not be required to maintain, defend or renew any Intellectual Property which is not material to the Borrowers’ business or has no material
economic value. If any trademark is material to the conduct of any Borrower’s or Guarantor’s business or has material economic value, such Borrower or
Guarantor, as the case may be, shall not permit the expiration or abandonment of such trademark without the prior written consent of Agent (which consent
shall not be unreasonably withheld). If, before the Obligations have been satisfied in full and the Financing Agreements have been terminated, any Borrower or
Guarantor shall obtain or acquire any new trademark registration or file or acquire
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any new trademark application, Administrative Borrower shall give Agent notice thereof in the compliance certificate delivered to Agent pursuant to
Section 9.6(a)(i) hereof.

(i) Until the Obligations shall have been paid in full and the Financing Agreements have been terminated (other than indemnification and
other contingent obligations not yet accrued at such time), each Borrower and Guarantor shall use commercially reasonable efforts to preserve and maintain all
rights in the trademarks and the other Intellectual Property; provided, that Borrowers and Guarantors are not required to preserve or maintain any trademarks
which are not material to the Borrowers’ business or have no material economic value. Any expenses incurred in connection with such actions shall be borne
by Borrowers.

(ii) Borrowers and Guarantors shall not expressly abandon any right to file a trademark, copyright or patent application or registration for
any trademark, copyright or patent, or abandon any pending trademark, copyright or patent application or registration without the prior written consent of
Agent (which consent shall not be unreasonably withheld), except to the extent that the trademark, copyright or patent covered by such application or
registration is not material to the Borrowers’ business or has no material economic value.
(j) Subject to Section 9.2 hereof, Borrowers and Guarantors shall take any other actions reasonably requested by Agent from time to time to cause
the attachment, perfection and first priority of, and the ability of Agent to enforce, the security interest of Agent in any and all of the Collateral, including,
(i) executing, delivering and, where appropriate, filing financing statements and amendments relating thereto under the UCC, the PPSA or other applicable
law, to the extent, if any, that any Borrower’s or Guarantor’s signature thereon is required therefor, (ii) upon Agent’s request after the occurrence and during the
continuance of an Event of Default, causing Agent’s name to be noted as secured party on any certificate of title for a titled good if such notation is a condition
to attachment, perfection or priority of, or ability of Agent to enforce, the security interest of Agent in such Collateral, (iii) complying with any provision of
any statute, regulation or treaty of the United States or Canada as to any Collateral if compliance with such provision is a condition to attachment, perfection
or priority of, or ability of Agent to enforce, the security interest of Agent in such Collateral, (iv) obtaining the required consents and approvals of any
Governmental Authority or third party, including, any consent of any licensor, lessor or other Person obligated on Collateral, and taking all actions required
by other law, as applicable in any relevant jurisdiction.

SECTION 6. COLLECTION AND ADMINISTRATION

6.1 Borrowers’ Loan Accounts . Agent shall maintain one or more loan account(s) on its books in which shall be recorded (a) all Loans, Letters of Credit
and other Obligations and the Collateral, (b) all payments made by or on behalf of any Borrower or Guarantor and (c) all other appropriate debits and credits
as provided in this Agreement, including fees, charges, costs, expenses and interest. All entries in the loan account(s) shall be made in accordance with Agent’s
customary practices as in effect from time to time and shall be deemed conclusive absent manifest error or omissions.
6.2 Statements . Agent shall render to Administrative Borrower each month a statement setting forth the balance in the Borrowers’ loan account(s)
maintained by Agent for
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Borrowers pursuant to the provisions of this Agreement, including principal, interest, fees, costs and expenses. Each such statement shall be subject to
subsequent adjustment by Agent but shall, absent manifest errors or omissions, be considered correct and deemed accepted by Borrowers and Guarantors and
conclusively binding upon Borrowers and Guarantors as an account stated except to the extent that Agent receives a written notice from Administrative
Borrower of any specific exceptions of Administrative Borrower thereto within thirty (30) days after the date such statement has been received by
Administrative Borrower. Until such time as Agent shall have rendered to Administrative Borrower a written statement as provided above, the balance in any
Borrower’s loan account(s) shall be presumptive evidence of the amounts due and owing to Agent and Lenders by Borrowers and Guarantors.

6.3

Collection of Accounts .

(a) Each Borrower and Guarantor shall establish and maintain, at its expense, deposit account arrangements and merchant payment arrangements
with the banks set forth on Schedule 8.10 hereto and subject to Section 5.2(d) hereof such other banks as such Borrower or Guarantor may hereafter select.
The banks set forth on Schedule 8.10 hereto constitute all of the banks with which Borrowers and Guarantors have deposit account arrangements and
merchant payment arrangements as of the date hereof and identifies each of the Deposit Accounts at such banks that are used solely for receiving store receipts
from a retail store location of a Borrower (together with any other Deposit Accounts at any time established or used by any Borrower for receiving such store
receipts from any retail store location, collectively, the “ Store Accounts ” and each individually, a “Store Account ”) or otherwise describes the nature of the use
of such Deposit Account by such Borrower or Guarantor.

(i) Each Borrower shall deposit all proceeds from sales of Inventory in every form, including, without limitation, cash, checks, credit
card sales drafts, credit card sales or charge slips or receipts and other forms of daily store receipts, from each retail store location of such Borrower into the
Store Account of such Borrower used solely for such purpose in accordance with the current and prior practices of such Borrower, but in any event no less
frequently than once every three (3) Business Days; provided, that, each retail store of a Borrower may retain in such store funds of up to $10,000
immediately after each deposit of funds from such store into the applicable Store Account. All such funds deposited into the Store Accounts shall be sent by
wire transfer or other electronic funds transfer on each Business Day to the Blocked Accounts as provided in Section 6.3(a)(ii) below, except for (A) nominal
amounts which are required to be maintained in such Store Accounts under the terms of such Borrower’s arrangements with the bank at which such Store
Accounts are maintained or (B) with respect to funds deposited in Manual Sweeping Accounts, which shall be sent to the Blocked Accounts not less than
twice every week (and which amounts, together with all amounts held at the retail store locations and not yet deposited in the Store Accounts and amounts in
Store Accounts, shall not in the aggregate exceed $3,500,000 at any one time, except (1) to the extent from time to time additional amounts may be held in the
retail stores or the Store Accounts on Saturday, Sunday or other days where the applicable depository bank is closed, which additional amounts are to be, and
shall be, transferred on the next Business Day to the Blocked Accounts, (2) that such amount does not include the aggregate amount of any investments of the
Borrowers and the Guarantors pursuant to Section 9.10(d) , and (3) except as Agent may otherwise agree).
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(ii) Each Borrower shall establish and maintain, at its expense, Deposit Accounts with such banks as are reasonably acceptable to Agent
(the “Blocked Accounts ”) into which each Borrower shall promptly either cause all amounts on deposit in the Store Accounts of such Borrower to be sent as
provided in Section 6.3(a)(i) above or shall itself deposit or cause to be deposited all proceeds of Collateral, including all proceeds from sales of Inventory, all

amounts payable to each Borrower from Credit Card Issuers and Credit Card Processors, and all other proceeds of Collateral. Any Eligible Depository Bank
shall be deemed acceptable to Agent.
(iii) Borrowers and Guarantors shall deliver, or cause to be delivered to Agent a Deposit Account Control Agreement duly authorized,
executed and delivered by each bank where a Blocked Account is maintained as provided in Section 5.2 hereof. Without limiting any other rights or remedies
of Agent or Lenders, Agent may, at its option, and shall (at the direction of Required Lenders), instruct the depository banks at which the Blocked Accounts
are maintained to transfer all available funds received or deposited into the Blocked Accounts to the Agent Payment Account at any time that an Event of
Default is continuing or a Compliance Period is continuing and Agent shall send to Administrative Borrower a copy of any such written instruction sent by
Agent to the depository bank promptly thereafter. At all times that Agent shall have notified any depository bank to transfer funds from a Blocked Account to
the Agent Payment Account, all payments made to such Blocked Accounts, whether in respect of the Receivables, as proceeds of Inventory or other Collateral
or otherwise shall be treated as payments to Agent in respect of the Obligations and therefore shall constitute the property of Agent and Lenders to the extent of
the then outstanding Obligations.

(b) For purposes of calculating the amount of the Revolving Loans available to each Borrower, such payments will be applied (conditional upon
final collection) to the Obligations on the Business Day of receipt by Agent of immediately available funds in the Agent Payment Account provided such
payments and notice thereof are received in accordance with Agent’s usual and customary practices as in effect from time to time and within sufficient time to
credit the applicable loan account on such day, and if not, then on the next Business Day. For the purposes of calculating interest on the Obligations, such
payments or other funds received will be applied (conditional upon final collection) to the Obligations in accordance with Section 6.4(a) hereof on the same
Business Day of receipt by Agent of immediately available funds in the Agent Payment Account provided such payments or other funds and notice thereof are
received in accordance with Agent’s usual and customary practices as in effect from time to time, by 11:00 a.m. New York City time and if not, then on the
next Business Day.

(c) Upon the occurrence and during the continuance of an Event of Default or upon the commencement of any Compliance Period and during any
Compliance Period, Parent and its shareholders, directors, employees, agents, each Borrower and Guarantor and their respective employees, agents and
Subsidiaries or other Affiliates shall receive and promptly remit to Agent, as the property of Agent, any monies, checks, notes, drafts or any other payment
relating to and/or proceeds of Accounts or other Collateral which come into their possession or under their control and promptly upon receipt thereof, shall
deposit or cause the same to be deposited in the Blocked Accounts, or remit the same or cause the same to be remitted, in kind, to Agent. In no event shall the
same be commingled with any Borrower’s or Guarantor’s own funds. Borrowers agree to reimburse Agent on demand for any amounts owed or paid to any
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bank or other financial institution at which a Blocked Account or any other Deposit Account or investment account is established or any other bank, financial
institution or other Person involved in the transfer of funds to or from the Blocked Accounts arising out of Agent’s payments to or indemnification of such
bank, financial institution or other Person. The obligations of Borrowers to reimburse Agent for such amounts pursuant to this Section 6.3 shall survive the
termination or non-renewal of this Agreement.

6.4

Payments .

(a) All Obligations shall be payable to the Agent Payment Account as provided in Section 6.3 or such other place as Agent may designate from
time to time. Agent shall apply payments received or collected from any Borrower or Guarantor or for the account of any Borrower or Guarantor (including the
monetary proceeds of collections or of realization upon any Collateral) as follows:
(i) first, to pay any fees, indemnities or expense reimbursements then due to Agent from any Borrower or Guarantor;
(ii) second, to pay any fees, indemnities, or expense reimbursements then due to Lenders from any Borrower or Guarantor;
(iii) third, to pay interest due in respect of any Loans (and including any Special Agent Advances);

(iv) fourth, to pay or prepay principal in respect of Special Agent Advances;

(v) fifth, to pay or prepay principal in respect of the Loans (with amounts applied to the Term Loans applied to installments of the Term
Loans in inverse order of maturity) and to pay or prepay Obligations then due arising under or pursuant to any Hedge Agreements of a Borrower or Guarantor
with a Bank Product Provider (up to the amount of any then effective Reserve established in respect of such Obligations), on a pro rata basis;
(vi) sixth, to pay or prepay any other Obligations whether or not then due, in such order and manner as Agent determines or at any time
that an Event of Default has occurred and is continuing to be held as cash collateral in connection with any Letter of Credit Obligations or other contingent
Obligations (but not including for this purpose any such other contingent Obligations arising under or pursuant to any Bank Products); and
(vii) seventh, at any time that an Event of Default has occurred and is continuing to pay or prepay any Obligations arising under or
pursuant to any Bank Products (other than to the extent provided for above) or to Bank of America, N.A. pursuant to the E-Payables Agreement on a pro rata
basis. Bank of America, N.A. shall not have any voting rights under this Agreement or any other Financing Agreement as a result of the existence of
Obligations owing to it under and pursuant to the E-Payables Agreement.

Notwithstanding anything to the contrary contained in this Agreement, (A) unless so directed by Administrative Borrower, Agent shall not apply any
payments which it receives to
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any Loans that are Eurodollar Rate Loans except on the expiration date of the Interest Period applicable to any such Loans that are Eurodollar Rate Loans and if
payments are received or collected from Borrower that otherwise would be applied to Eurodollar Rate Loans, provided no Event of Default or Compliance
Period exists, Administrative Borrower may instruct Agent to remit such funds to Administrative Borrower, otherwise, such payments shall be held by Agent
and shall bear interest at the Federal Funds Rate per annum commencing on the second Business Day following the date such payments are received or
collected from Borrowers and continuing through the date such payments are applied to the Obligations, which shall be upon the expiration of the first Interest
Period after receipt or collection of such payments, to the extent of the principal amount of the applicable Eurodollar Rate Loan or otherwise, in Agent’s sole
discretion, remitted to Administrative Borrower and (B) to the extent any Borrower uses any proceeds of the Loans or Letters of Credit to acquire rights in or
the use of any Collateral or to repay any Indebtedness used to acquire rights in or the use of any Collateral, payments in respect of the Obligations shall be
deemed applied first to the Obligations arising from Loans and Letter of Credit Obligations that were not used for such purposes and second to the Obligations
arising from Loans and Letter of Credit Obligations the proceeds of which were used to acquire rights in or the use of any Collateral in the chronological order
in which such Borrower acquired such rights in or the use of such Collateral.

(b) At Agent’s option, all principal, interest, fees, costs, expenses and other charges provided for in this Agreement or the other Financing
Agreements may be charged directly to the loan account(s) of any Borrower maintained by Agent. Borrower shall make all payments to Agent and Lenders on
the Obligations free and clear of, and without deduction or withholding for or on account of, any setoff, counterclaim, defense, restrictions or conditions of
any kind. If after receipt of any payment of, or proceeds of Collateral applied to the payment of, any of the Obligations, Agent, any Lender or Issuing Bank is
required to surrender or return such payment or proceeds to any Person for any reason, then the Obligations intended to be satisfied by such payment or
proceeds shall be reinstated and continue and this Agreement shall continue in full force and effect as if such payment or proceeds had not been received by
Agent or such Lender. Borrowers and Guarantors shall be liable to pay to Agent and Lenders, and do hereby indemnify and hold Agent and Lenders harmless
for the amount of any payments or proceeds so surrendered or returned and to the extent thereof. This Section 6.4(b) shall remain effective notwithstanding
any contrary action which may be taken by Agent or any Lender in reliance upon such payment or proceeds. This Section 6.4 shall survive the payment of
the Obligations and the termination of this Agreement.

6.5 Taxes.
(a) Except as required by law, Borrowers shall make all payments hereunder free and clear of and without deduction for or withholding of any
taxes, levies, imposts, deductions or charges and penalties, interest and all other liabilities with respect thereto imposed by the United States or any political
subdivision thereof (collectively, “ Taxes”), excluding (i) Taxes imposed on or measured by the Agent’s or any Lender’s gross receipts, net profits, net income
or capital (including branch profits tax or any similar taxes) and any similar or franchise taxes imposed on the Agent or any Lender (x) by the jurisdiction
under the laws of which the Agent or such Lender is organized or has its principal place of business or in which the Agent’s or such Lender’s lending office is
located or any political subdivision thereof and (y) by a
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jurisdiction solely as a result of a present or former connection between the Agent or any Lender and such jurisdiction (other than any such connection arising
solely from such Lender or Agent having executed, delivered or performed its obligations or received a payment under, or enforced, any of the Financing
Agreements), and (ii) Taxes that are in effect and would apply at the time such Lender becomes a Lender (all such non-excluded Taxes being hereinafter
referred to as “ Covered Taxes”). If Borrowers shall be required by law to deduct or withhold any Covered Taxes from or in respect of any sum payable
hereunder to the Agent or any Lender, then the sum payable shall be increased as may be necessary so that after making all required withholdings and
deductions of Covered Taxes (including deductions and withholdings of Covered Taxes applicable to additional sums payable under this paragraph), the
Agent or such Lender receives an amount equal to the sum the Agent or such Lender would have received had no such deductions or withholdings been made.
Borrowers shall make such deductions or withholdings and Borrowers shall pay the full amount so deducted or withheld to the relevant taxation authority or
other authority in accordance with applicable law and deliver to Agent evidence of such payment. Agent and each Lender shall provide any documentation
prescribed by applicable law, properly completed and executed, as will permit payments to be made by Borrowers hereunder without the imposition of Covered
Taxes. If the Agent or any Lender receives a refund or credit in respect of Covered Taxes, then the Agent or such Lender will pay over the amount of such
refund or credit to Borrowers to the extent that the Agent or such Lender has received indemnity payments or additional amounts pursuant to this
Section 6.5(a) , net of all out-of-pocket expenses incurred in obtaining such refund or credit and without interest (other than interest paid by the relevant taxing
authority with respect to such refund or credit).

(b) In addition, Borrowers agree to pay any present or future stamp or documentary taxes or any other excise or property taxes, charges or similar
levies of the United States or any political subdivision thereof or any applicable foreign jurisdiction, and all liabilities with respect thereto, in each case arising
from any payment made hereunder or under any of the other Financing Agreements or from the execution, delivery or registration of, or otherwise with respect
to, this Agreement or any of the other Financing Agreements except for any such taxes, charges, levies or liabilities (i) resulting from a transfer (other than as a
result of a foreclosure) by a Lender of all or any portion of its interest in any of the Financing Agreements, (ii) resulting from the gross negligence, bad faith, or
willful misconduct of an Agent or any Lender, or (iii) resulting from the voluntary change in the identity of an Agent or Lender (all such Taxes, after taking
into account the above exceptions, hereinafter referred to as “ Other Taxes”).

(c) Borrowers shall indemnify each Lender and Agent for the full amount of Taxes and Other Taxes (including any Covered Taxes and Other
Taxes imposed by any jurisdiction on amounts payable under this Section 6.5 ) paid by such Lender or Agent (as the case may be) and any liability
(including for penalties, interest and expenses) arising therefrom or with respect thereto, provided, that any such liability (including for penalties, interest and
expenses) is not the result of the gross negligence, bad faith or willful misconduct of such Agent or Lender, and that the Lender or Agent claiming such
indemnity has submitted its claim to Borrowers at least 30 days before the expiration of the applicable statute of limitations for claiming a refund of such
Covered Taxes or Other Taxes from the taxing jurisdiction. This indemnification shall be made within thirty (30) days from the date such Lender or Agent (as
the case may be) makes written demand therefor which demand shall include the original receipt or a certified copy of the receipt of such payment, or in the
absence of such a receipt, a certificate as
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to the amount of such payment or liability delivered to Borrowers by a Lender (with a copy to Agent) or by Agent on its own behalf or on behalf of a Lender. If
the Borrowers reasonably believe that such Covered Taxes or Other Taxes were not correctly or legally asserted, the applicable Lender and Agent will cooperate
with Borrowers to obtain a refund of such Covered Taxes or Other Taxes, although the cost of any such effort to obtain such refund shall be borne entirely by
Borrowers.

(d) As soon as practicable after any payment of Taxes or Other Taxes by Borrowers, Borrowers shall furnish to Agent, at its address referred to
herein, the original or a certified copy of a receipt or other evidence of payment evidencing payment thereof.
(e) Without prejudice to the survival of any other agreements of Borrowers hereunder or under any of the other Financing Agreements, the
agreements and obligations of Borrower contained in this Section 6.5 shall survive the termination of this Agreement and the payment in full of the
Obligations.

(f) Any Foreign Lender that is entitled to an exemption from or reduction of withholding tax under the law of the jurisdiction in which the
Borrowers are residents for tax purposes, or any treaty to which such jurisdiction is a party, with respect to payments hereunder or under any of the other
Financing Agreements shall deliver to Borrowers (with a copy to Agent), at the time or times prescribed by applicable law or reasonably requested by
Borrowers or Agent (in such number of copies as is reasonably requested by the recipient), whichever of the following is applicable (but only if such Foreign
Lender is legally entitled to do so): (i) duly completed copies of Internal Revenue Service Form W-8BEN claiming exemption from, or a reduction to,
withholding tax under an income tax treaty, or any successor form, (ii) duly completed copies of Internal Revenue Service Form 8-8ECI claiming exemption
from withholding because the income is effectively connection with a U.S. trade or business or any successor form, (iii) in the case of a Foreign Lender
claiming the benefits of the exemption for portfolio interest under Sections 871(h) or 881(c) of the Code, (A) a certificate of the Lender to the effect that such
Lender is not a “bank” within the meaning of Section 881(c)(3)(A) of the Code, a “10 percent shareholder” of a Borrower within the meaning of
Section 881(c)(3)(B) of the Code or a “controlled foreign corporation” described and Section 881(c)(3)(C) of the Code and (B) duly completed copies of
Internal Revenue Service Form W-8BEN claiming exemption from withholding under the portfolio interest exemption or any successor form or (iv) any other
applicable form, certificate or document prescribed by applicable law as a basis for claiming exemption from or a reduction in United States withholding tax
duly completed together with such supplementary documentation as may be prescribed by applicable law to permit Borrowers to determine the withholding or
deduction required to be made. Unless Borrowers and Agent have received forms or other documents satisfactory to them indicating that payments hereunder
or under any of the other Financing Agreements to or for a Foreign Lender are not subject to United States withholding tax, Borrowers or Agent shall withhold
amounts required to be withheld by applicable requirements of law from such payments at the applicable statutory rate, or at such reduced statutory rate if
payments hereunder or under any of the other Financing Agreements to or for a Foreign Lender are subject to such tax at a rate reduced by an applicable tax
treaty. For any period during which a Foreign Lender has failed to provide Borrowers with an appropriate form pursuant to this clause (f) (unless such failure
is due to a change in treaty, law or regulation, or any change in the interpretation or administration thereof by any

71

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Governmental Authority occurring subsequent to the date on which a form originally was required to be provided), such Foreign Lender shall not be entitled to
indemnification under this Section 6.5 with respect to Taxes imposed by the United States; provided that, should a Foreign Lender which is otherwise exempt
from or subject to a reduced rate of withholding tax become subject to Taxes because of its failure to deliver a form required under this clause (f) , Borrowers
shall take such steps as such Foreign Lender shall reasonably request to assist such Foreign Lender to recover such Taxes.

(g) Any Lender claiming any additional amounts payable pursuant to this Section 6.5 shall use its reasonable efforts (consistent with its internal
policy and legal and regulatory restrictions) to change the jurisdiction of its applicable lending office if the making of such a change would avoid the need for,
or materially reduce the amount of, any such additional amounts that would be payable or may thereafter accrue and would not, in the sole determination of
such Lender, be otherwise disadvantageous to such Lender.

6.6 Authorization to Make Loans . Agent and Lenders are authorized to make the Loans and Issuing Bank is authorized to issue Letters of Credit based
upon telephonic or other instructions received from anyone purporting to be an Authorized Officer of Administrative Borrower or any Borrower or other
authorized Person or, at the discretion of Agent, if such Loans are necessary to satisfy any Obligations; provided, that, Agent and Lenders shall direct the
Loans only into the Funding Accounts and those accounts of Borrowers authorized in writing by an Authorized Officer. The foregoing sentence
notwithstanding, if Agent or a Lender makes a Loan into an account of any Borrower designated by a Person who no longer is an Authorized Officer and Agent
did not receive prior written notice that such Person is no longer an Authorized Officer, such Loan will still be considered an Obligation hereunder. All requests
for Loans or Letters of Credit hereunder shall specify the date on which the requested advance is to be made (which day shall be a Business Day) and the
amount of the requested Loan. Requests received after 2:00 p.m. New York time on any day shall be deemed to have been made as of the opening of business
on the immediately following Business Day. All Loans and Letters of Credit under this Agreement shall be conclusively presumed to have been made to, and at
the request of and for the benefit of, any Borrower or Guarantor when deposited to the credit of any Borrower or Guarantor or otherwise disbursed or
established in accordance with the instructions of any Borrower or Guarantor or in accordance with the terms and conditions of this Agreement.
6.7 Use of Proceeds . Borrowers shall use the initial proceeds of the Revolving Loans and Letters of Credit hereunder only for costs, expenses and fees in
connection with the preparation, negotiation, execution and delivery of this Agreement and the other Financing Agreements and consummation of any other
permitted transactions contemplated hereby which will take place on or about the date hereof and costs, expenses and fees in connection with the preparation,
negotiation, execution and delivery of this Agreement and the other Financing Agreements. All other Revolving Loans made or Letters of Credit provided to or
for the benefit of any Borrower pursuant to the provisions hereof shall be used by such Borrower only to finance Permitted Acquisitions and for general
operating, working capital and other proper corporate purposes of such Borrower (including the intercompany funding of Borrowers and Guarantors) not
otherwise prohibited by the terms hereof. Borrowers shall use the proceeds of the Term Loans hereunder only for repayment of the Senior Secured Notes
(subject to the terms of the Intercreditor Agreement and Section 9.24(g) ). None of the proceeds of any Loans or
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Letters of Credit will be used, directly or indirectly, for the purpose of purchasing or carrying any margin security or for the purposes of reducing or retiring
any Indebtedness which was originally incurred to purchase or carry any margin security or for any other purpose which might cause any of the Loans to be
considered a “purpose credit” within the meaning of Regulation U of the Board of Governors of the Federal Reserve System, as amended.

6.8 Appointment of Administrative Borrower as Agent for Requesting Loans and Receipts of Loans and Statements .
(a) Each Borrower hereby irrevocably appoints Vitamin Shoppe as Administrative Borrower and, as such, constitutes Administrative Borrower
as its agent and attorney-in-fact to request and receive Loans and Letters of Credit pursuant to this Agreement and the other Financing Agreements from Agent
or any Lender in the name or on behalf of such Borrower. Agent and Lenders may disburse the Loans to such bank account of Administrative Borrower or a
Borrower or otherwise make such Loans to a Borrower and provide such Letter of Credit to a Borrower as Administrative Borrower may designate or direct,
without notice to any other Borrower or Guarantor. Notwithstanding anything to the contrary contained herein, Agent may at any time and from time to time
require that Loans to or for the account of any Borrower be disbursed directly to an operating account of such Borrower.
(b) Administrative Borrower hereby accepts the appointment by Borrowers to act as the agent and attorney-in-fact of Borrowers pursuant to this
Section 6.8 . Administrative Borrower shall have and may exercise such powers under the Financing Agreements as are specifically delegated to Administrative
Borrower by the terms of each thereof, including, but not limited to ensuring that the disbursement of any Loans to each Borrower requested by or paid to or
for the account of a Borrower, or the issuance of any Letter of Credit for a Borrower hereunder, shall be paid to or for the account of such Borrower, together
with such powers as are reasonably incidental thereto.
(c) Each Borrower and other Guarantor hereby irrevocably appoints and constitutes Administrative Borrower as its agent to receive statements on
account and all other notices from Agent and Lenders with respect to the Obligations or otherwise under or in connection with this Agreement and the other
Financing Agreements.

(d) Any notice, election, representation, warranty, agreement or undertaking by or on behalf of any other Borrower or any Guarantor by
Administrative Borrower shall be deemed for all purposes to have been made by such Borrower or Guarantor, as the case may be, and shall be binding upon
and enforceable against such Borrower or Guarantor to the same extent as if made directly by such Borrower or Guarantor.
(e) The Administrative Borrower may execute any of its duties as the Administrative Borrower hereunder and under any other Financing
Agreements by or through Authorized Officers.
(f) No purported termination of the appointment of Administrative Borrower as agent as aforesaid shall be effective, except after ten (10) days’
prior written notice to Agent.
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6.9 Pro Rata Treatment. Except to the extent otherwise provided in this Agreement or as otherwise agreed by Lenders: (a) the making and conversion of
Revolving Loans shall be made among the Revolving Lenders based on their respective Pro Rata Shares as to the Revolving Loans, (b) the making and
conversion of Term Loans shall be made among Term Lenders based on their respective Pro Rata Shares as to the Terms Loans and (c) each payment on
account of any Obligations to or for the account of one or more of Lenders in respect of any Obligations due on a particular day shall be allocated among the
Lenders entitled to such payments based on their respective Pro Rata Shares of such Loans, as applicable, and shall be distributed accordingly.
6.10 Sharing of Payments, Etc .
(a) Each Borrower and Guarantor agrees that, in addition to (and without limitation of) any right of setoff, banker’s lien or counterclaim Agent or
any Lender may otherwise have, each Lender shall be entitled, at its option (but subject, as among Agent and Lenders, to the provisions of Section 12.3(b)
hereof), to offset balances held by it for the account of such Borrower or Guarantor at any of its offices, in dollars or in any other currency, against any
principal of or interest on any Loans owed to such Lender or any other amount payable to such Lender hereunder, that is not paid when due (regardless of
whether such balances are then due to such Borrower or Guarantor), in which case it shall promptly notify Administrative Borrower and Agent thereof;
provided, that, such Lender’s failure to give such notice shall not affect the validity thereof.

(b) If any Lender (including Agent) shall obtain from any Borrower or Guarantor payment of any principal of or interest on any Loan owing to it
or payment of any other amount under this Agreement or any of the other Financing Agreements through the exercise of any right of setoff, banker’s lien or
counterclaim or similar right or otherwise (other than from Agent as provided herein), and, as a result of such payment, such Lender shall have received more
than its Pro Rata Share of the principal of the Loans or more than its share of such other amounts then due hereunder or thereunder by any Borrower or
Guarantor to such Lender than the percentage thereof received by any other Lender, it shall promptly pay to Agent, for the benefit of Lenders, the amount of
such excess and simultaneously purchase from such other Lenders a participation in the Loans or such other amounts, respectively, owing to such other
Lenders (or such interest due thereon, as the case may be) in such amounts, and make such other adjustments from time to time as shall be equitable, to the
end that all Lenders shall share the benefit of such excess payment (net of any expenses that may be incurred by such Lender in obtaining or preserving such
excess payment) in accordance with their respective Pro Rata Shares or as otherwise agreed by Lenders. To such end all Lenders shall make appropriate
adjustments among themselves (by the resale of participation sold or otherwise) if such payment is rescinded or must otherwise be restored.

(c) Each Borrower and Guarantor agrees that any Lender purchasing a participation (or direct interest) as provided in this Section may exercise, in
a manner consistent with this Section, all rights of setoff, banker’s lien, counterclaim or similar rights with respect to such participation as fully as if such
Lender were a direct holder of Loans or other amounts (as the case may be) owing to such Lender in the amount of such participation.
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(d) Nothing contained herein shall require any Lender to exercise any right of setoff, banker’s lien, counterclaims or similar rights or shall affect
the right of any Lender to exercise, and retain the benefits of exercising, any such right with respect to any other Indebtedness or obligation of any Borrower or
Guarantor. If, under any applicable bankruptcy, insolvency or other similar law, any Lender receives a secured claim in lieu of a setoff to which this
Section applies, such Lender shall, to the extent practicable, assign such rights to Agent for the benefit of Secured Parties and, in any event, exercise its rights
in respect of such secured claim in a manner consistent with the rights of Lenders entitled under this Section to share in the benefits of any recovery on such
secured claim.

6.11 Settlement Procedures .
(a) In order to administer the Credit Facility in an efficient manner and to minimize the transfer of funds between Agent and Lenders, Agent may,
at its option, subject to the terms of this Section, make available, on behalf of Lenders, the full amount of the Revolving Loans requested or charged to any
Borrower’s loan account(s) or otherwise to be advanced by Lenders pursuant to the terms hereof, without requirement of prior notice to Lenders of the proposed
Revolving Loans.
(b) With respect to all Revolving Loans made by Agent on behalf of Lenders as provided in this Section, the amount of each Lender’s Pro Rata
Share of the outstanding Revolving Loans shall be computed weekly, and shall be adjusted upward or downward on the basis of the amount of the
outstanding Revolving Loans as of 5:00 p.m. New York time on the Business Day immediately preceding the date of each settlement computation; provided,
that, Agent retains the absolute right at any time or from time to time to make the above described adjustments at intervals more frequent than weekly, but in
no event more than twice in any week. Agent shall deliver to each of the Lenders after the end of each week, or at such lesser period or periods as Agent shall
determine, a summary statement of the amount of outstanding Revolving Loans for such period (such week or lesser period or periods being hereinafter
referred to as a “ Settlement Period ”). If the summary statement is sent by Agent and received by a Lender prior to 11:00 a.m. New York time, then such Lender
shall make the settlement transfer described in this Section by no later than 3:00 p.m. New York time on the same Business Day and if received by a Lender
after 11:00 a.m. New York time, then such Lender shall make the settlement transfer by not later than 3:00 p.m. New York time on the next Business Day
following the date of receipt. If, as of the end of any Settlement Period, the amount of a Lender’s Pro Rata Share of the outstanding Revolving Loans is more
than such Lender’s Pro Rata Share of the outstanding Revolving Loans as of the end of the previous Settlement Period, then, if the summary statement is
prepared and delivered to Lenders by Agent prior to 11:00 a.m. New York City time, then Agent shall make the transfer described in this Section by no later
than 3:00 p.m. New York City time on the same Business Day and if prepared and delivered to Lenders by Agent after 11:00 a.m. New York City time, then
Agent shall make the transfer by no later than 3:00 p.m. New York City time on the next Business Day following the date of receipt, then such Lender shall
forthwith (but in no event later than the time set forth in the preceding sentence) transfer to Agent by wire transfer in immediately available funds the amount of
the increase. Alternatively, if the amount of a Lender’s Pro Rata Share of the outstanding Revolving Loans in any Settlement Period is less than the amount of
such Lender’s Pro Rata Share of the outstanding Revolving Loans for the previous Settlement Period, Agent shall forthwith transfer to such Lender by wire
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transfer in immediately available funds the amount of the decrease. The obligation of each of the Lenders to transfer such funds and effect such settlement
shall be irrevocable and unconditional and without recourse to or warranty by Agent. Agent and each Lender agrees to mark its books and records at the end of
each Settlement Period to show at all times the dollar amount of its Pro Rata Share of the outstanding Revolving Loans and Letters of Credit. Each Lender shall
only be entitled to receive interest on its Pro Rata Share of the Revolving Loans to the extent such Revolving Loans have been funded by such Lender. Because
the Agent on behalf of Lenders may be advancing and/or may be repaid Revolving Loans prior to the time when Lenders will actually advance and/or be repaid
such Revolving Loans, interest with respect to Revolving Loans shall be allocated by Agent in accordance with the amount of Revolving Loans actually
advanced by and repaid to each Lender and the Agent and shall accrue from and including the date such Revolving Loans are so advanced to but excluding the
date such Revolving Loans are either repaid by Borrowers or actually settled with the applicable Lender as described in this Section.
(c) To the extent that Agent has made any such amounts available and the settlement described above shall not yet have occurred, upon repayment
of any Revolving Loans by a Borrower, Agent may apply such amounts repaid directly to any amounts made available by Agent pursuant to this Section. In
lieu of weekly or more frequent settlements, Agent may, at its option, at any time require each Lender to provide Agent with immediately available funds
representing its Pro Rata Share of each Revolving Loan, prior to Agent’s disbursement of such Revolving Loan to a Borrower (or Administrative Borrower on
behalf of such Borrower). In such event, all Revolving Loans under this Agreement shall be made by the Lenders simultaneously and proportionately to their
Pro Rata Shares of Loans. No Lender shall be responsible for any default by any other Lender in the other Lender’s obligation to make a Revolving Loan
requested hereunder nor shall the Commitment of any Lender be increased or decreased as a result of the default by any other Lender in the other Lender’s
obligation to make a Revolving Loan hereunder.
(d) If Agent is not funding a particular Revolving Loan to a Borrower (or Administrative Borrower for the benefit of such Borrower) pursuant to
Sections 6.11(a) and 6.11(b) above on any day, but is requiring each Lender to provide Agent with immediately available funds on the date of such Revolving
Loan as provided in Section 6.11(c) above, Agent may assume that each Lender will make available to Agent such Lender’s Pro Rata Share of the Revolving
Loan requested or otherwise made on such day and Agent may, in its discretion, but shall not be obligated to, cause a corresponding amount to be made
available to or for the benefit of such Borrower on such day. If Agent makes such corresponding amount available to a Borrower and such corresponding
amount is not in fact made available to Agent by such Lender, Agent shall be entitled to recover such corresponding amount on demand from such Lender
together with interest thereon for each day from the date such payment was due until the date such amount is paid to Agent at the Federal Funds Rate for each
day during such period (as published by the Federal Reserve Bank of New York or at Agent’s option based on the arithmetic mean determined by Agent of the
rates for the last transaction in overnight Federal funds arranged prior to 9:00 a.m. (New York City time) on that day by each of the three leading brokers of
Federal funds transactions in New York City selected by Agent) and if such amounts are not paid within three (3) days of Agent’s demand, at the highest
Interest Rate provided for in Section 3.1 hereof applicable to ABR Loans. During the period in which such Lender has not
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paid such corresponding amount to Agent, notwithstanding anything to the contrary contained in this Agreement or any of the other Financing Agreements, the
amount so advanced by Agent to or for the benefit of any Borrower shall, for all purposes hereof, be a Revolving Loan made by Agent for its own account.
Upon any such failure by a Lender to pay Agent, Agent shall promptly thereafter notify Administrative Borrower of such failure and Borrowers shall pay
such corresponding amount to Agent for its own account within five (5) Business Days of Administrative Borrower’s receipt of such notice, which shall
constitute a payment on account of Obligations.
(e) Nothing in this Section or elsewhere in this Agreement or the other Financing Agreements shall be deemed to require Agent to advance funds on
behalf of any Lender or to relieve any Lender from its obligation to fulfill its Commitment hereunder or to prejudice any rights that any Borrower may have
against any Lender as a result of any default by any Lender hereunder in fulfilling its Commitment.

6.12 Obligations Several; Independent Nature of Lenders’ Rights . The obligation of each Lender hereunder is several, and no Lender shall be
responsible for the obligation or Commitment of any other Lender hereunder. Nothing contained in this Agreement or any of the other Financing Agreements
and no action taken by the Lenders pursuant hereto or thereto shall be deemed to constitute the Lenders to be a partnership, an association, a joint venture or
any other kind of entity. The amounts payable at any time hereunder to each Lender shall be a separate and independent debt, and subject to Section 12.3
hereof, each Lender shall be entitled to protect and enforce its rights arising out of this Agreement and it shall not be necessary for any other Lender to be joined
as an additional party in any proceeding for such purpose.
SECTION 7. COLLATERAL REPORTING AND COVENANTS

7.1

Collateral Reporting .

(a) Borrowers and Guarantors shall maintain complete and accurate books and records in all material respects with respect to the Collateral owned
by it. Borrowers and Guarantors shall provide Agent with the following documents in a form reasonably satisfactory to Agent:

(i) as soon as possible after the end of each fiscal month (but in any event within ten (10) Business Days after the end thereof) so long as
no Event of Default has occurred and is continuing and no Increased Reporting Period is then in effect (and more frequently as Agent may reasonably require at
any time an Event of Default has occurred and is continuing or an Increased Reporting Period is then in effect), a Borrowing Base Certificate setting forth the
calculation of the Borrowing Base as of the last Business Day of the immediately preceding fiscal month as to the Inventory, duly completed and executed by
the chief financial officer, vice president of finance, treasurer, controller or other similar financial officer of Administrative Borrower, together with all
schedules required pursuant to the terms of the Borrowing Base Certificate duly completed, including but not limited to an inventory summary report by
category as determined by Borrowers in accordance with their current and prior inventory management policies (and upon Agent’s reasonable request, upon the
occurrence
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and during the continuance of an Event of Default letter of credit inventory summary) and identifying where such Inventory is located;

(ii) as soon as possible after the end of each fiscal month (but in any event within ten (10) Business Days after the end thereof), on a
monthly basis or more frequently as Agent may reasonably request upon the occurrence and during the continuance of an Event of Default or an Increased
Reporting Period,
(A) a report of all Asset Sales (as such term is defined in the Senior Secured Note Indenture) made by any Borrower or Guarantor
made during the immediately preceding fiscal month which report shall include without limitation the amount of the Net Proceeds (as such term is defined in
the Senior Secured Note Indenture) received by such Borrower or Guarantor in connection therewith and the use of such proceeds;

(B) confirmation that except as specified in such report (1) there are no past due trade accounts payable more than (30) days past the
later of due date or the original invoice date thereof, and (2) there are no past due amounts owing to owners and lessors of leased premises (including retail store
locations), warehouses, fulfillment centers, processors, custom brokers, freight forwarders and other third parties from time to time in possession of any
Collateral, and
(C) a certificate by the chief financial officer, vice president of finance, treasurer or controller or other similar financial or senior
officer of Administrative Borrower consisting of: (1) a statement confirming the payment of rent and other amounts due to owners and lessors of real property
used by Borrower in the immediately preceding month, subject to year-end or monthly percentage or other applicable rent payment adjustments , except as
otherwise specified, (2) the addresses of all new retail store or distribution center locations of Borrowers and Guarantors opened and existing retail store or
distribution center locations closed or sold, in each case since the date of the most recent certificate delivered to Agent containing the information required under
this clause, (3) a report of any new Deposit Account established by any Borrower or Guarantor with any bank or other financial institution, including the
Borrower or Guarantor in whose name the account is maintained, the account number, the name and address of the financial institution at which such account
is maintained, the purpose of such account and, if any, the amount held in such account on or about the date of such report, and (4) a statement that all sales
and use taxes have been paid when due as of the date of the certificate, except as specifically described in such certificate and except where the non-payment of
such sales and use taxes involves an aggregate amount of less than $100,000; and

(iii) as soon as possible after the end of each fiscal quarter (but in any event within ten (10) Business Days after the end thereof), on a
quarterly basis or more frequently as Agent may reasonably request upon the occurrence and during the continuance of an Event of Default or an Increased
Reporting Period, inventory summary reports by location and category of Inventory (including the amounts of Inventory and the aggregate value thereof at each
retail store location and at premises of warehouses or other third parties or is consigned Inventory),
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(b) Upon Agent’s reasonable request, Borrowers shall provide Agent with the following documents in a form reasonably satisfactory to Agent:
(i) perpetual inventory summary reports by sku for each retail store location, (ii) summary reports on sales and use tax collections, deposits and payments,
including monthly sales and use tax accruals, (iii) a report of aggregate credit card sales for the requested period, including the amount of the chargebacks,
fees, and credits with respect thereto and providing an aging of such related Receivables identifying those outstanding more than five (5) Business Days since
the sale date giving rise thereto, and (iv) true, correct and complete copies of all agreements, documents and instruments relating to any Permitted Acquisition
which Agent has not otherwise received; and

(c) Upon Agent’s reasonable request, Borrowers shall provide such other reports as to the Collateral as Agent shall reasonably request from time to
time. If any Borrower’s or Guarantor’s records or reports of the Collateral are prepared or maintained by an accounting service, contractor, shipper or other
agent, such Borrower and Guarantor hereby irrevocably authorizes such service, contractor, shipper or agent to deliver such records, reports, and related
documents to Agent and to follow Agent’s instructions with respect to further reasonable services, in each case, at any time that an Event of Default has
occurred and is continuing.

7.2

Accounts Covenants .

(a) Borrowers shall notify Agent promptly of the assertion of any claims, offsets, defenses or counterclaims by any Account Debtor, Credit Card
Issuer or Credit Card Processor or any disputes with any of such Persons or any settlement, adjustment or compromise thereof, to the extent any of the
foregoing exceeds $500,000 in any one case or $1,000,000 in the aggregate. No credit, discount, allowance or extension or agreement for any of the foregoing
shall be granted to any Account Debtor, Credit Card Issuer or Credit Card Processor except in the ordinary course of a Borrower’s business in accordance with
the current and prior practices of such Borrower. So long as an Event of Default has occurred and is continuing, no Borrower shall, without the prior written
consent of Agent, settle, adjust or compromise any material claim, offset, counterclaim or dispute with any Account Debtor, Credit Card Issuer or Credit Card
Processor. At any time that an Event of Default has occurred and is continuing, Agent shall, at its option, have the exclusive right to approve, settle, adjust or
compromise any claim, offset, counterclaim or dispute with Account Debtors, Credit Card Issuers or Credit Card Processors or grant any credits, discounts
or allowances.
(b) Each Borrower shall notify Agent promptly of: (i) any notice of a material default by such Borrower under any of the Credit Card Agreements,
(ii) of any default by such Borrower which has a reasonable likelihood of resulting in the Credit Card Issuer or Credit Card Processor ceasing to make
payments or suspending payments to such Borrower, and (iii) any notice from any Credit Card Issuer or Credit Card Processor that such Person is ceasing or
suspending, or will or may cease or suspend, any present or future payments due or to become due to any Borrower from such Person, or that such Person is
terminating or will or may terminate any of the Credit Card Agreements.
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(c) Agent shall have the right at any time or times, in Agent’s name or in the name of a nominee of Agent, to verify the validity, amount or any
other matter relating to any Receivables or other Collateral, by mail, telephone, facsimile transmission or otherwise.

7.3 Inventory Covenants . With respect to the Inventory: (a) each Borrower and Guarantor shall at all times maintain inventory records reasonably
satisfactory to Agent, keeping correct and accurate records itemizing and describing the kind, type, quality and quantity of Inventory, such Borrower’s or
Guarantor’s cost therefor and daily withdrawals therefrom and additions thereto; (b) Borrowers and Guarantors shall conduct physical counts of the Inventory
(excluding Inventory located in retail stores that have not been open for more than twelve (12) months) either through periodic cycle counts or wall to wall
counts, so that all Inventory located at distribution centers and retail stores that have been open for more than twelve months is subject to such counts at least
once each year but at any time or times as Agent may request upon the occurrence and during the continuance of an Event of Default, and promptly following
such physical counts of the Inventory (whether through periodic cycle counts or wall to wall counts) shall supply Agent with a report in the form and with
such specificity as may be reasonably satisfactory to Agent concerning such physical count; (c) Borrowers and Guarantors shall not remove any Inventory
from the locations set forth or permitted herein, without the prior written consent of Agent, except (i) for sales of Inventory in the ordinary course of its
business, (ii) for sales, returns and exchanges of Inventory to manufacturers and suppliers in the ordinary course of business; (iii) to move Inventory directly
from one location set forth or permitted herein to another such permitted location and (iv) for Inventory shipped from the manufacturer thereof to such
Borrower or Guarantor which is in transit to the locations set forth or permitted herein; (d) upon Agent’s request, Borrowers shall, at their expense, no more
than two (2) times in any twelve (12) month period (or more frequently as Agent may determine but not at Borrowers’ expense), but at any time or times as
Agent may reasonably request upon the occurrence and during the continuance of an Event of Default or if there is a Material Adverse Effect (at Borrowers’
sole expense), deliver or cause to be delivered to Agent written appraisals as to the Inventory in form, scope and methodology reasonably acceptable to Agent
and by an appraiser reasonably acceptable to Agent, addressed to Agent and Lenders and upon which Agent and Lenders are expressly permitted to rely;
provided, however, that at all times Average Excess Availability is greater than fifty percent (50%) of the Revolving Commitments for the prior twelve month
period prior to such request, only one such appraisal shall be at the sole expense of Borrowers and Guarantors; (e) Borrowers and Guarantors shall produce,
use, store and maintain the Inventory with all reasonable care and caution and in accordance with applicable standards of any insurance and in conformity
with applicable laws (including, to the extent applicable, the requirements of the Federal Fair Labor Standards Act of 1938, as amended and all rules,
regulations and orders related thereto); (f) none of the Inventory or other Collateral constitutes farm products or the proceeds thereof; (g) as between Agent and
Secured Parties and Borrowers and Guarantors, each Borrower and Guarantor assumes all responsibility and liability arising from or relating to the
production, use, sale or other disposition of the Inventory; (h) Borrowers and Guarantors shall not sell Inventory to any customer on approval, or any other
basis which entitles the customer to return or may obligate any Borrower or Guarantor to repurchase such Inventory other than returns and exchanges of
Inventory from customers in the ordinary course business of such Borrower or Guarantor consistent with the then current return policy of such Borrower or
Guarantor; (i) Borrowers and Guarantors shall keep the Inventory in good and marketable condition; and (j) Borrowers and Guarantors shall not, without
prior written notice to
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Agent or the specific identification of such Inventory in a report with respect thereto provided by Administrative Borrower to Agent pursuant to Section 7.1(a)
hereof, acquire or accept any Inventory on consignment or approval except for (x) magazines, stationery and greeting cards, and (y) perishable food stuffs of a
de minimus value.

7.4 Equipment and Real Property Covenants . With respect to the Equipment and Real Property: (a) upon Agent’s request, Borrowers and Guarantors
shall, at their expense, no more than one (1) time as Agent may request upon the occurrence and during the continuance of an Event of Default, deliver or cause
to be delivered to Agent written appraisals as to the Equipment and/or the fee owned Real Property in form, scope and methodology reasonably acceptable to
Agent and by an appraiser reasonably acceptable to Agent, addressed to Agent and upon which Agent is expressly permitted to rely; (b) Borrowers and
Guarantors shall keep the Equipment in good order, repair, running and marketable condition (ordinary wear and tear and casualty and condemnation
excepted); (c) Borrowers and Guarantors shall use the Equipment with all reasonable care and caution and in accordance with applicable standards of any
insurance and in conformity with all applicable laws except where the failure to so use would not result in a Material Adverse Effect; (d) the Equipment is and
shall be used in the business of Borrowers and Guarantors and not for personal, family, household or farming use; (e) Borrowers and Guarantors shall not
remove any Equipment from the locations set forth or permitted herein, except to the extent necessary to have any Equipment repaired or maintained in the
ordinary course of its business or to move Equipment directly from one location set forth or permitted herein to another such location and except for the
movement of motor vehicles used by or for the benefit of such Borrower or Guarantor in the ordinary course of business; (f) the Equipment is now and shall
remain personal property and Borrowers and Guarantors shall not permit any part of the Equipment to be or become a part of or affixed to real property except
where the failure to do so would not have a Material Adverse Effect; and (g) each Borrower and Guarantor assumes all responsibility and liability arising from
the use of the Equipment and Real Property.

7.5 Delivery of Instruments, Chattel Paper and Documents . In the event that any Borrower or Guarantor shall be entitled to or shall at any time after the
date hereof hold or acquire any Chattel Paper or Instruments constituting Collateral or any Documents evidencing or constituting Collateral which together with
all other Chattel Paper, Instruments and Documents that Borrower or Guarantor holds or acquires an interest in after the date hereof have an aggregate fair
market value in excess of $250,000, such Borrower or Guarantor shall promptly deliver to Agent any such Chattel Paper, Instruments and/or Documents
along with such other documents as Agent may reasonably require pursuant to which such Borrower or Guarantor will pledge such additional Collateral. Such
Borrower or Guarantor herby authorizes Agent to attach such supplemental documents to this Agreement and agrees that all additional Collateral owned by it
set forth in such supplemental documents shall be considered to be part of the Collateral.
7.6 Intellectual Property Appraisal . Upon the occurrence of an Event of Default and during the continuance thereof, Borrowers shall, at their expense, no
more than one (1) time as Agent may request upon the occurrence and during the continuance of an Event of Default, deliver or cause to be delivered to Agent
written reports or appraisals as to the Intellectual Property in form, scope and methodology reasonably acceptable to Agent and Lenders and by an appraiser
reasonably acceptable to Agent, addressed to Agent and Lenders and upon which Agent and Lenders are expressly permitted to rely.
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7.7

Power of Attorney .

(a) Each Borrower and Guarantor hereby irrevocably designates and appoints Agent (and all Persons reasonably designated by Agent) as such
Borrower’s and Guarantor’s true and lawful attorney-in-fact, and authorizes Agent, in such Borrower’s, Guarantor’s or Agent’s name, to: (i) at any time an
Event of Default has occurred and is continuing (A) demand payment on Receivables or other Collateral, (B) clear Inventory the purchase of which was
financed with Letters of Credit through U.S. Customs or foreign export control authorities in any Borrower’s or Guarantor’s name, Agent’s name or the name
of Agent’s designee, and to sign and deliver to customs officials powers of attorney in such Borrower’s or Guarantor’s name for such purpose, and to complete
in Borrower’s, Guarantor’s or Agent’s name, any order, sale or transaction, obtain the necessary documents in connection therewith and collect the proceeds
thereof, (C) enforce payment of Receivables by legal proceedings or otherwise, (D) exercise all of such Borrower’s or Guarantor’s rights and remedies to collect
any Receivable or other Collateral, (E) in a commercially reasonable manner, sell or assign any Receivable upon such terms, for such amount and at such time
or times as the Agent deems advisable, (F) settle, adjust, compromise, extend or renew an Account, (G) discharge and release any Receivable, (H) prepare, file
and sign such Borrower’s or Guarantor’s name on any proof of claim in bankruptcy or other similar document against an Account Debtor or other such
Borrower or Guarantor in respect of any Receivables or other Collateral, (I) notify the post office authorities to change the address for delivery of remittances
from Account Debtors or other Borrowers or Guarantors in respect of Receivables or other proceeds of Collateral to an address designated by Agent, and open
and dispose of all mail addressed to any Borrower or Guarantor and handle and store all mail relating to the Collateral, provided, that Agent shall turn over to
such Borrower or Guarantor any such mail that that does not constitute a remittance from an Account Debtor or other Borrower or Guarantor in respect of
Receivables or other proceeds of Collateral; (J) do all acts and things which are necessary, in Agent’s determination, to fulfill such Borrower’s or Guarantor’s
obligations under this Agreement and the other Financing Agreements, (ii) at any time an Event of Default has occurred and is continuing and during any
Compliance Period, (A) have access to any lockbox or postal box into which remittances from Account Debtors or other Borrowers or Guarantors in respect of
Receivables or other proceeds of Collateral are sent or received, (B) endorse such Borrower’s or Guarantor’s name upon any items of payment in respect of
Receivables or constituting Collateral or otherwise received by Agent and any Lender and deposit the same in Agent’s account for application to the Obligations,
(C) take control in any manner of any item of payment in respect of Receivables or constituting collateral or otherwise received in or for deposit in the Blocked
Accounts or otherwise received by Agent or any Lender, (D) to file a carbon, photographic or other reproduction of this Agreement or any financing statement
with respect to the Collateral as a financing statement and to file any other financing statement or amendment of a financing statement (which does not add new
collateral or add a debtor) in such offices as Agent in its sole discretion deems necessary or desirable to perfect and to maintain the perfection and priority of
Agent’s security interest in the Collateral, (E) to contact and enter into one or more agreements with the issuers of uncertificated Securities which are Pledged
Collateral or with securities intermediaries holding Pledged Collateral as may be necessary or advisable to give Agent Control over such Pledged Collateral,
(F) to demand payment or enforce payment of the Receivables in the name of Agent or such Borrower or Guarantor and to endorse any and all checks, drafts,
and other instruments for the payment of money relating to the Receivables, (G) to sign such Borrower’s or Guarantor’s name on any
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invoice or bill of lading relating to the Receivables, drafts against any Account Debtor of the Borrower or Guarantor, assignments and verifications of
Receivables, (H) to settle, adjust, compromise, extend or renew the Receivables, (I) to settle, adjust or compromise any legal proceedings brought to collect
Receivables, (J) to prepare, file and sign such Borrower’s or Guarantor’s name on any notice of Lien, assignment or satisfaction of Lien or similar document
in connection with the Receivables, and (K) to change the address for delivery of mail addressed to such Borrower or Guarantor to such address as Agent may
designate and to receive, open and dispose of all mail addressed to such Borrower or Guarantor, (iii) at any time to (A) endorse Borrower’s name upon any
Chattel Paper, document, Instrument, invoice, or similar document or agreement relating to any Receivable or any Goods pertaining thereto or any other
Collateral, including any warehouse or other receipts, or bills of lading and other negotiable or non-negotiable documents, and (B) sign such Borrower’s or
Guarantor’s name on any verification of Receivables and notices thereof to Account Debtors or any secondary Guarantors or other Guarantors in respect
thereof. Such Borrower or Guarantor agrees to reimburse Agent on demand for any payment made or any expense incurred by Agent in connection with any of
the foregoing; provided that, this authorization shall not relieve such Borrower or Guarantor of any of its obligations under this Agreement. All acts of said
attorney or designee are hereby ratified and approved. The powers conferred on Agent, for the benefit of the Agent and Lenders under this Section 7.7 are solely
to protect Agent’s interests in the Collateral and shall not impose any duty upon Agent or any Lender to exercise any such powers. Each Borrower and
Guarantor hereby releases Agent and Lenders and their respective officers, employees and designees from any liabilities arising from any act or acts under this
power of attorney and in furtherance thereof, whether of omission or commission, except as a result of Agent’s or any Lender’s own gross negligence or willful
misconduct.

(b) Nature of Appointment; Limitation of Duty . THE APPOINTMENT OF AGENT AS PROXY AND ATTORNEY-IN-FACT IN THIS
SECTION 7.7 IS COUPLED WITH AN INTEREST AND SHALL BE IRREVOCABLE UNTIL THE DATE ON WHICH THIS AGREEMENT IS
TERMINATED IN ACCORDANCE WITH SECTION 13 . NOTWITHSTANDING ANYTHING CONTAINED HEREIN, NEITHER AGENT, NOR
ANY LENDER, NOR ANY OF THEIR RESPECTIVE AFFILIATES, OFFICERS, DIRECTORS, EMPLOYEES, AGENTS OR REPRESENTATIVES
SHALL HAVE ANY DUTY TO EXERCISE ANY RIGHT OR POWER GRANTED HEREUNDER OR OTHERWISE OR TO PRESERVE THE SAME
AND SHALL NOT BE LIABLE FOR ANY FAILURE TO DO SO OR FOR ANY DELAY IN DOING SO, EXCEPT IN RESPECT OF DAMAGES
ATTRIBUTABLE SOLELY TO THEIR OWN GROSS NEGLIGENCE OR WILLFUL MISCONDUCT AS FINALLY DETERMINED BY A COURT
OF COMPETENT JURISDICTION; PROVIDED THAT, IN NO EVENT SHALL THEY BE LIABLE FOR ANY PUNITIVE, EXEMPLARY,
INDIRECT OR CONSEQUENTIAL DAMAGES.

7.8 Right to Cure . Agent may, at its option, upon written notice to Administrative Borrower, (a) cure any default by any Borrower or Guarantor under
any material agreement with a third party that materially and adversely affects the Collateral, its value or the ability of Agent to collect, sell or otherwise
dispose of the Collateral or the rights and remedies of Agent or any Lender therein or the ability of any Borrower or Guarantor to perform its obligations
hereunder or under any of the other Financing Agreements, (b) pay or bond on appeal any judgment entered against any Borrower or Guarantor, (c) discharge
taxes, liens, security interests or other
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encumbrances at any time levied on or existing with respect to the Collateral and (d) pay any amount, incur any expense or perform any act which, in Agent’s
reasonable judgment, is necessary or appropriate to preserve, protect, insure or maintain the Collateral and the rights of Agent and Lenders with respect thereto.
Agent may add any amounts so expended to the Obligations and charge any Borrower’s account therefor, such amounts to be repayable by Borrowers on
demand. Agent and Lenders shall be under no obligation to effect such cure, payment or bonding and shall not, by doing so, be deemed to have assumed any
obligation or liability of any Borrower or Guarantor. Any payment made or other action taken by Agent or any Lender under this Section shall be without
prejudice to any right to assert an Event of Default hereunder and to proceed accordingly.

7.9 Access to Premises . From time to time as reasonably requested by Agent, at the cost and expense (subject to Section 9.22 hereof) of Borrowers,
(a) Agent or its designee shall have reasonable access, so as (if no Event of Default has occurred and is continuing) not to interfere with the operations of such
Borrower or Guarantor to all of each Borrower’s and Guarantor’s premises during normal business hours and after notice to Administrative Borrower, or at
any time and without notice to any Borrower or any Guarantor if an Event of Default has occurred and is continuing, for the purposes of inspecting, verifying
and auditing the Collateral and all of each Borrower’s and Guarantor’s leases, books and records, including the Records, and (b) each Borrower and
Guarantor shall promptly furnish to Agent such copies of such leases, books and records or extracts therefrom as Agent may request (subject to the
confidentiality agreement set forth in Section 13.5 hereof), and Agent or any Lender or Agent’s designee may use during normal business hours such of any
Borrower’s and Guarantor’s personnel, Equipment, supplies and premises as may be reasonably necessary for the foregoing and if an Event of Default has
occurred and is continuing for the collection of Receivables and realization of other Collateral. Borrowers and Guarantors further agree that during the course of
such on-site Record examinations; Agent may review reports by retail store location of sales and operating profits of Borrowers and Guarantors, but may not
make copies of such reports or remove them from such Borrower’s or Guarantor’s premises.
SECTION 8. REPRESENTATIONS AND WARRANTIES
Each Borrower and Guarantor hereby represents and warrants to Agent, Lenders and Issuing Bank the following, the truth and accuracy of which are a
continuing condition of the making of Loans and Issuing Bank’s providing of Letters of Credit:

8.1 Corporate Existence, Power and Authority . Each Borrower and Guarantor is a corporation duly organized and in good standing under the laws of its
jurisdiction of incorporation and is duly qualified as a foreign corporation and in good standing in all states or other jurisdictions where the nature and extent
of the business transacted by it or the ownership of assets makes such qualification necessary, except for those other jurisdictions in which the failure to so
qualify would not have a Material Adverse Effect. The execution, delivery and performance of this Agreement, the other Financing Agreements and the
transactions contemplated hereunder and thereunder (a) are all within each Borrower’s and Guarantor’s corporate powers, (b) have been duly authorized,
(c) are not in contravention of law or the terms of any Borrower’s or Guarantor’s certificate of incorporation, by laws, or other organizational documentation,
or any indenture, agreement or undertaking to which any Borrower or Guarantor
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is a party or by which any Borrower or Guarantor or its property are bound and (d) will not result in the creation or imposition of, or require or give rise to any
obligation to grant, any lien, security interest, charge or other encumbrance upon any property of any Borrower or Guarantor, except, (i) with respect to
(c) above, where such contravention of law would not have a Material Adverse Effect and (ii) with respect to (d) above, the creation of the security interest in
the Collateral in favor of Agent and Secured Parties pursuant to the terms of the Financing Agreements. This Agreement and the other Financing Agreements to
which any Borrower or Guarantor is a party constitute legal, valid and binding obligations of such Borrower and Guarantor enforceable in accordance with
their respective terms except as such enforceability may be limited by bankruptcy, insolvency, moratorium or similar laws limiting creditors’ rights generally
or by general equitable principles.

8.2

Name; State of Organization; Chief Executive Office; Collateral Locations .

(a) The exact legal name of each Borrower and Guarantor is as set forth on the signature page of this Agreement and in the Information Certificate.
No Borrower or Guarantor has, during the five years prior to the date of this Agreement, been known by or used any other corporate or fictitious name or been
a party to any merger or consolidation, or acquired all or substantially all of the assets of any Person, or acquired any of its property or assets out of the
ordinary course of business, except as set forth in the Information Certificate.

(b) Each Borrower and Guarantor is an organization of the type and organized in the jurisdiction set forth in the Information Certificate. The
Information Certificate accurately sets forth the organizational identification number of each Borrower and Guarantor or accurately states that such Borrower
or Guarantor has none and accurately sets forth the federal employer identification number of each Borrower and Guarantor.
(c) The chief executive office and mailing address of each Borrower and Guarantor and each Borrower’s and Guarantor’s Records concerning
Accounts are located only at the address identified as such in Schedule 8.2 hereto and its only other places of business and the only other locations of
Collateral, if any, are the addresses set forth in Schedule 8.2 hereto, subject to the rights of any Borrower or Guarantor to establish new locations in
accordance with Section 9.2 below. The Information Certificate correctly identifies, as of the date hereof, any of such locations which are not owned by a
Borrower or Guarantor and sets forth the owners and/or operators of all locations which are not retail store locations.

8.3 Financial Statements; No Material Adverse Change . All financial statements relating to any Borrower or Guarantor which have been or may hereafter
be delivered by any Borrower or Guarantor to Agent and Lenders have been prepared in accordance with GAAP (except as otherwise disclosed in any notes
thereto and as indicated in the notes thereto and as to any interim financial statements, to the extent such statements are subject to normal year-end adjustments
and do not include any notes) and fairly present in all material respects the financial condition and the results of operation of such Borrower and Guarantor as
at the dates and for the periods set forth therein. Except as disclosed in any interim financial statements furnished by Borrowers and Guarantors to Agent prior
to the date of this Agreement, there has been no act, condition or event which has had or is reasonably likely to have a Material Adverse Effect since the date of
the most recent audited financial statements of any Borrower or Guarantor furnished

85

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

by any Borrower or Guarantor to Agent prior to the date of this Agreement. The projections for the fiscal years ending 2011 through 2013 that have been
delivered to Agent or any projections hereafter delivered to Agent have been prepared in light of the past operations of the businesses of Borrowers and
Guarantors and are based upon estimates and assumptions stated therein, all of which Borrowers and Guarantors have determined to be reasonable and fair in
light of the then current conditions and current facts and reflect the good faith and reasonable estimates of Borrowers and Guarantors of the future financial
performance of Parent and its Subsidiaries and of the other information projected therein for the periods set forth therein.

8.4 Priority of Liens; Title to Properties . Upon the filing of the UCC financing statements required pursuant to the Financing Agreements and the
recording of security agreements with the United States Patent and Trademark Office within ninety (90) days of the date hereof and United States Copyright
Office within thirty (30) days of the date hereof, the security interests and liens granted to Agent under this Agreement and the other Financing Agreements shall
constitute valid and perfected first priority liens and security interests in and upon the Collateral in accordance with the terms hereof, subject only to the liens
indicated on Schedule 8.4 hereto and the other liens permitted under Section 9.8 hereof (a) except for Borrower’s money, and vehicles and other assets the
perfection of a security interest in which is governed by Section 9-303 of the Uniform Commercial Code, (b) subject to, with respect to Deposit Accounts,
Section 5.2(d) hereof; and (c) with respect to Intellectual Property, only if and to the extent perfection may be achieved by the filing of security interests in the
United States Patent and Trademark Office and United States Copyright Office), except that additional filings may have to be made in the United States
Patent and Trademark Office and United States Copyright Office, as applicable, to perfect the security interest and lien of Agent in any issuances,
registrations, or applications for registration of any Intellectual Property acquired by any Borrower or Guarantor after the date hereof. Each Borrower and
Guarantor has good and marketable fee simple title to or valid leasehold interests in all of its Real Property and good, valid and merchantable title to, or a
license, option or other right to use, all of its other properties and assets subject to no liens, mortgages, pledges, security interests, charges or other
encumbrances of any kind, except those granted to Agent and such others as are specifically listed on Schedule 8.4 hereto or permitted under Section 9.8
hereof.

8.5 Tax Returns. Each Borrower and Guarantor has filed, or caused to be filed, in a timely manner (including any extensions) all Federal income tax
returns and all other material tax returns, reports and declarations which are required to be filed by it. All information in such tax returns, reports and
declarations is complete and accurate in all material respects. Each Borrower and Guarantor has paid or caused to be paid all taxes due and payable or claimed
due and payable in any assessment received by it, except taxes (a) the validity or amount of which are being contested in good faith by appropriate proceedings
diligently pursued and available to such Borrower or Guarantor and with respect to which adequate reserves have been set aside on its books or (b) the nonpayment of which could not reasonably be expected to have a Material Adverse Effect. Adequate provision has been made for the payment of all accrued and
unpaid material Federal, State, county, local, foreign and other taxes whether or not yet due and payable and whether or not disputed.
8.6 Litigation. Except as set forth on Schedule 8.6 hereto, (a) there is no investigation by any Governmental Authority pending, or to the best of any
Borrower’s or Guarantor’s
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knowledge threatened, against or affecting any Borrower or Guarantor, its or their assets or business and (b) there is no action, suit, proceeding or claim by
any Person pending, or to the best of any Borrower’s or Guarantor’s knowledge threatened, against any Borrower or Guarantor or its or their assets or
goodwill, or against or affecting any transactions contemplated by this Agreement, and the Senior Secured Note Indenture, in each case, which if adversely
determined against such Borrower or Guarantor has or could reasonably be expected to have a Material Adverse Effect.

8.7 Compliance with Other Agreements and Applicable Laws . Borrowers and Guarantors are not in default in any respect under, or in violation in any
material respect of any the terms of, any agreement, contract, instrument, lease or other commitment to which it is a party or by which it or any of its assets
are bound which could reasonably be expected to have a Material Adverse Effect. Except as could not reasonably be expected to have a Material Adverse Effect,
Borrowers and Guarantors are in compliance with the requirements of all applicable laws, rules, regulations and orders of any Governmental Authority
relating to their businesses.
8.8

Environmental Compliance .

(a) Except as would not reasonably be expected to have a Material Adverse Effect, (i) Borrowers, Guarantors and any Subsidiary of any Borrower
or Guarantor have not generated, used, stored, treated, transported, manufactured, handled, produced or disposed of any Hazardous Materials, on or off its
premises (whether or not owned by it) in any manner which at any time violates in any material respect any applicable Environmental Law or any permit
issued to Borrower under Environmental Law, and (ii) the operations of Borrowers, Guarantors and any Subsidiary of any Borrower or Guarantor complies
in all material respects with all Environmental Laws and all permits issued to Borrowers and Guarantors under Environmental Law.
(b) Except as would not reasonably be expected to have a Material Adverse Effect, there has been no investigation by any Governmental Authority
or any proceeding, complaint, order, directive, claim, citation or notice by any Governmental Authority or any other Person nor is any pending or to the best of
any Borrower’s or Guarantor’s knowledge threatened, with respect to any non compliance with or violation of the requirements of any Environmental Law by
any Borrower or Guarantor and any Subsidiary of any Borrower or Guarantor or the release, spill or discharge, threatened or actual, of any Hazardous
Material or the generation, use, storage, treatment, transportation, manufacture, handling, production or disposal of any Hazardous Materials by any
Borrower or Subsidiary of Borrower or any other environmental matter involving Borrower or any Subsidiary of Borrower.

(c) Except as would not reasonably be expected to have a Material Adverse Effect, Borrowers, Guarantors and their Subsidiaries have no material
liability (contingent or otherwise) in connection with a release, spill or discharge, threatened or actual, of any Hazardous Materials or the generation, use,
storage, treatment, transportation, manufacture, handling, production or disposal of any Hazardous Materials.
(d) Except as would not reasonably be expected to have a Material Adverse Effect, Guarantors and their Subsidiaries have all permits required to
be obtained or filed in
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connection with the operations of Borrowers and Guarantors under any Environmental Law and all of such licenses, certificates, approvals or similar
authorizations and other permits are valid and in full force and effect.

(e) This Section 8.8 sets forth the sole representations and warranties of Borrower with respect to Environmental Laws and Hazardous Materials
and, notwithstanding any other provision in this Agreement to the contrary, no other representation or warranty is made in this Agreement with respect to
environmental matters.

8.9

Employee Benefits .

(a) Except as could not reasonably be expected to have a Material Adverse Effect, each Plan is in compliance in all material respects with the
applicable provisions of ERISA, the Code and other Federal or State law and each Plan which is intended to qualify under Section 401(a) of the Code has
received a favorable determination letter (or a favorable opinion letter) from the Internal Revenue Service or is still within the remedial amendment period (as
defined in Section 401(b) of the Code) to obtain a favorable determination letter. Each Borrower and Guarantor and its respective ERISA Affiliates have made
all required contributions to any Plan subject to Section 412 of the Code, and no application for a funding waiver or an extension of any amortization period
pursuant to Section 412 of the Code has been made with respect to any such Plan.
(b) Except as could not reasonably be expected to have a Material Adverse Effect, (i) there are no pending, or to the best of each Borrower’s and
Guarantor’s knowledge, threatened claims, actions or lawsuits, or action by any Governmental Authority, with respect to any Plan, and (ii) there has been no
non-exempt prohibited transaction or violation of the fiduciary responsibility rules with respect to any Plan.
(c) Except as could not reasonably be expected to have a Material Adverse Effect, (i) no ERISA Event has occurred or is reasonably expected to
occur; (ii) the current value of the assets of each Plan (determined in accordance with the assumptions used for funding such Plan pursuant to Section 412 of
the Code) are not exceeded by such Plan’s liabilities under Section 4001(a)(16) of ERISA in an amount that could reasonably be expected to have a Material
Adverse Effect; (iii) no Borrower or Guarantor nor any of its respective ERISA Affiliates have incurred nor do any of them reasonably expect to incur any
liability under Title IV of ERISA with respect to any Plan (other than premiums due and not delinquent under Section 4007 of ERISA); (iv) neither Borrower
nor any of its ERISA Affiliates have incurred nor do any of them reasonably expect to incur any liability (and no event has occurred which, with the giving of
notice under Section 4219 of ERISA, would result in such liability) under Section 4201 or 4243 of ERISA with respect to a Multiemployer Plan; and
(v) neither Borrower nor any of its ERISA Affiliates has engaged in a transaction that would be subject to Section 4069 or 4212(c) of ERISA.

8.10 Bank Accounts . All of the Deposit Accounts, investment accounts or other accounts in the name of or used by any Borrower or Guarantor
maintained at any bank or other financial institution are set forth in Schedule 8.10 hereto, subject to the right of each Borrower and Guarantor to establish new
accounts in accordance with Section 5.2 hereof.
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8.11 Intellectual Property . Each Borrower and Guarantor owns or licenses or otherwise has the right to use all Intellectual Property necessary for the
operation of its business as presently conducted. On the date hereof, no Borrower or Guarantor owns any Intellectual Property registered, or subject to pending
applications, in the United States Patent and Trademark Office or any similar office or agency in the United States, any State thereof, any political
subdivision thereof or in any other country, other than those described in Schedule 8.11(a) hereto and, as of the date hereof, has not granted any licenses with
respect to any Intellectual Property that is material to the conduct of such Borrower’s or Guarantor’s business other than as set forth in Schedule 8.11(b)
hereto. Each Borrower and Guarantor is the sole and exclusive owner of the entire and unencumbered right, title, and interest in and to all Intellectual Property
used in the operation of its business, or, in the case of licenses and options granted to such Borrower or Guarantor with respect to Intellectual Property owned
by other Persons, each Borrower or Guarantor, as the case may be, has a valid and enforceable license, option or other right, as the case may be, to use such
Intellectual Property; and except as could not reasonably be expected to have a Material Adverse Effect, the Intellectual Property owned by each Borrower or
Guarantor is valid, subsisting, unexpired (except as the result of the expiration of patents and copyrights at the end of their statutory term) , and enforceable
and has not been abandoned or adjudged invalid or unenforceable, in whole or part. Except as described in Schedule 8.11(c) hereto, to each Borrowers’ and
Guarantor’s knowledge, no event has occurred which could reasonably be expected to result in after notice or passage of time or both, the revocation,
suspension or termination of Intellectual Property rights included in the Collateral, the revocation, suspension or termination of which could reasonably be
expected to have a Material Adverse Effect. To the best of each Borrower’s and Guarantor’s knowledge, except as could not reasonably be expected to have a
Material Adverse Effect: (i) no slogan or other advertising device, product, process, method, substance or other Intellectual Property or Goods bearing or using
any Intellectual Property presently used or sold by Borrowers or Guarantors infringes any patent, trademark, servicemark, tradename, copyright, license or
other intellectual property owned by any other Person presently and (ii) no claim or litigation is pending or threatened against or affecting any Borrower’s or
Guarantor’s right to sell or use any such Intellectual Property. Schedule 8.11(d) hereto sets forth all of the agreements or other arrangements of Borrowers and
Guarantors pursuant to which Borrower has a license, option, or other right to use any trademarks, logos, designs or other intellectual property that is material
to such Borrower’s or Guarantor’s business and owned by another Person as in effect on the date hereof (collectively, together with such agreements or other
arrangements as may be entered into by any Borrower or Guarantor after the date hereof, collectively, the “ License Agreements ” and individually, a “License
Agreement ”). No material trademark, service mark, copyright or other Intellectual Property at any time used by Borrower which is owned by another Person,
or owned by any Borrower or Guarantor subject to any security interest, lien, collateral assignment, pledge or other encumbrance in favor of any Person other
than Agent, is affixed to any Eligible Inventory, except (x) as set forth in any Promotional Agreement, (y) to the extent permitted under the terms of the License
Agreements listed on Schedule 8.11(e) hereto or (z) to the extent the sale of Inventory to which such Intellectual Property is affixed is permitted to be sold by
any Borrower or Guarantor under applicable law (including the United States Copyright Act of 1976). As of the date hereof, no Borrower or Guarantor
licenses any Intellectual Property, except pursuant to the Promotional Agreements.
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8.12 Subsidiaries; Capitalization; Solvency .
(a) Each Borrower and Guarantor does not have any direct or indirect Subsidiaries and is not engaged in any joint venture or partnership except as
set forth in Schedule 8.12 hereto and except as may be acquired, formed or entered into in connection with a Permitted Acquisition or otherwise and in
accordance with Section 9.23 hereof.

(b) Each Borrower and Guarantor is the record and beneficial owner of all of the issued and outstanding shares of Capital Stock of each of the
Subsidiaries listed on Schedule 8.12 hereto as being owned by such Borrower or Guarantor and except as described on Schedule 8.12 hereto, there are no
proxies, irrevocable or otherwise, with respect to such shares and no equity Securities of any of the Subsidiaries are or may become required to be issued by
reason of any options, warrants, rights to subscribe to, calls or commitments of any kind or nature and there are no contracts, commitments, understandings
or arrangements by which any Subsidiary is or may become bound to issue additional shares of its Capital Stock or Securities convertible into or
exchangeable for such shares.

(c) As of the date hereof, the issued and outstanding shares of Capital Stock of each Borrower and Subsidiary Guarantor are directly and
beneficially owned and held by the Persons indicated in the Information Certificate, and in each case all of such shares have been duly authorized and are
fully paid and non-assessable, free and clear of all claims, liens, pledges and encumbrances of any kind, except for liens created hereunder and under the
other Financing Agreements, the Liens of the Senior Secured Note Trustee or as permitted by Section 9.8 hereof.
(d) The Borrowers taken as a whole, and the Borrowers and the Guarantors taken as a whole, are Solvent and will continue to be Solvent
immediately after giving effect to the creation of the Obligations, the granting of security interests of Agent and the other transactions contemplated hereunder,
or in connection with any of the foregoing.

8.13 Labor Disputes .
(a) Set forth on Schedule 8.13 hereto is a list of all collective bargaining or similar agreements between or applicable to each Borrower and
Guarantor and any union, labor organization or other bargaining agent in respect of the employees of any Borrower or Guarantor in force on the date hereof.
(b) Except as could not reasonably be expected to have a Material Adverse Effect, there is (i) no unfair labor practice complaint pending against
any Borrower or Guarantor or, to the best of any Borrower’s or Guarantor’s knowledge, threatened against it, before the National Labor Relations Board, and
no grievance or significant arbitration proceeding arising out of or under any collective bargaining agreement is pending on the date hereof against any Borrower
or Guarantor or, to best of any Borrower’s or Guarantor’s knowledge, threatened against it, and (ii) no strike, labor dispute, slowdown or stoppage is pending
against any Borrower or Guarantor or, to the best of any Borrower’s or Guarantor’s knowledge, threatened against any Borrower or Guarantor.

8.14 Restrictions on Subsidiaries . Except for restrictions contained in this Agreement, the other Financing Agreements, the Senior Secured Note Indenture
or any other agreement with
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respect to Indebtedness of any Borrower or Guarantor permitted hereunder, there are no contractual restrictions binding on any Subsidiary of any Borrower or
Guarantor which prohibit or otherwise materially restrict (unless permitted pursuant to Section 9.16 ) (a) the transfer of cash or other assets (i) between any
Borrower or Guarantor and any of its or their Subsidiaries or (ii) between any Subsidiaries of any Borrower or Guarantor or (b) the ability of any Borrower or
Guarantor or any of its or their Subsidiaries to incur Indebtedness or grant security interests to Agent or any Lender in the Collateral.

8.15 Material Contracts . Schedule 8.15 hereto sets forth all Material Contracts to which any Borrower or Guarantor is a party or is bound as of the date
hereof. Borrowers and Guarantors have delivered true, correct and complete copies of such Material Contracts to Agent on or before the date hereof. Borrowers
and Guarantors are not in breach or in default in any material respect of or under any Material Contract and have not received any notice of the intention of
any other party thereto to terminate any Material Contract except as would not result in a Material Adverse Effect.
8.16 Credit Card Agreements . Set forth in Schedule 8.16 hereto is a correct and complete list of all of the Credit Card Agreements existing as of the date
hereof between or among any Borrower, Guarantor or any of its Subsidiaries, the Credit Card Issuers and/or the Credit Card Processors. The Credit Card
Agreements constitute all of such agreements necessary for each Borrower to operate its business as presently conducted with respect to credit cards and debit
cards and no Receivables of any Borrower arise from purchases by customers of Inventory with credit cards or debit cards, other than those which are issued
by Credit Card Issuers with whom such Borrower has entered into one of the Credit Card Agreements set forth on Schedule 8.16 hereto or with whom such
Borrower has entered into a Credit Card Agreement in accordance with Section 9.18 hereof. Each of the Credit Card Agreements constitutes the legal, valid and
binding obligations of the Borrower that is party thereto and to the best of each Borrower’s and Guarantor’s knowledge, the other parties thereto, enforceable in
accordance with their respective terms and is in full force and effect. Except as could not reasonably be expected to (a) have a Material Adverse Effect or
(b) result in the cessation of the transfer of payments under any Credit Card Agreement to Blocked Accounts as required under this Agreement, no default or
event of default, or act, condition or event which after notice or passage of time or both, would constitute a material default or a material event of default under
any of the Credit Card Agreement has occurred and is continuing. The applicable Borrower and the other parties thereto have complied with all of the terms
and conditions of the Credit Card Agreements to the extent necessary for such Borrower to be entitled to receive all payments thereunder which constitute
proceeds of Eligible Credit Card Receivables. Borrowers have delivered, or caused to be delivered to Agent, true, correct and complete copies of all of the Credit
Card Agreements.
8.17 Investment Company Status . No Borrower or Guarantor nor any of their Subsidiaries is an “ investment company ” as defined in, or subject to
regulation under, the Investment Company Act of 1940.
8.18 Accuracy and Completeness of Information . All information furnished by or on behalf of any Borrower or Guarantor in writing to Agent or any
Lender in connection with this Agreement or any of the other Financing Agreements or any transaction, when taken as a whole, contemplated hereby or thereby,
including all information on the Information Certificate is true
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and correct in all material respects on the date as of which such information is dated or certified and does not omit any material fact necessary in order to make
such information not materially misleading. Since the date of the most recently delivered audited financial statements, described in Section 8.3 , no event or
circumstance has occurred which has had or could reasonably be expected to have a Material Adverse Effect, which has not been fully and accurately
disclosed to Agent in writing prior to the date hereof.

8.19 Survival of Warranties; Cumulative. All representations and warranties contained in this Agreement or any of the other Financing Agreements shall
survive the execution and delivery of this Agreement and shall be deemed to have been made again to Agent and Lenders on the date of each additional
borrowing or other credit accommodation hereunder and shall be conclusively presumed to have been relied on by Agent and Lenders regardless of any
investigation made or information possessed by Agent or any Lender. The representations and warranties set forth herein shall be cumulative and in addition to
any other representations or warranties which any Borrower or Guarantor shall now or hereafter give, or cause to be given, to Agent or any Lender.
8.20 Reaffirmation of Financing Documents . Each Borrower and Guarantor hereby confirms its respective pledges, grants of security interests and other
obligations, as applicable, under the Existing Credit Agreement and under each Pledge Agreement to which it is a party, and agrees that such pledges, grants of
security interests and other obligations are not impaired or affected in any manner whatsoever (except as amended hereby) and shall continue to be in full force
and effect and shall continue to secure all the Obligations, as amended, increased and/or extended pursuant to this Agreement. Each Guarantor hereby
confirms its respective guarantees under and subject to the terms of each Guarantee to which such Guarantor is a party, and agrees that such guarantees and
other obligations, and the terms of each Guarantee to which it is a party, are not impaired or affected in any manner whatsoever (except as amended hereby)
and shall continue to be in full force and effect and shall continue to guarantee all of the Guaranteed Obligations (as defined in each respective Guarantee), as
amended, increased and/or extended pursuant to this Agreement. Each Borrower and Guarantor hereby further confirms that each other Financing Agreement to
which it is a party is and shall continue to be in full force and effect and the same are hereby ratified and confirmed in all respects (except as expressly
amended hereby or by any other Financing Agreement entered into in connection with this Agreement).

SECTION 9. AFFIRMATIVE AND NEGATIVE COVENANTS

9.1

Maintenance of Existence .

(a) Except as permitted by Section 9.7 , each Borrower and Guarantor shall at all times preserve, renew and keep in full force and effect its
corporate existence and material rights and franchises with respect thereto and maintain in full force and effect all material governmental licenses, trademarks,
tradenames, approvals, authorizations, leases, contracts and permits necessary to carry on the business as presently conducted, except where the failure to so
preserve, renew or keep in full force and effect would not result in a Material Adverse Effect.

92

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

(b) No Borrower or Guarantor shall change its name, type of organization, jurisdiction of organization or other legal structure unless each of the
following conditions is satisfied: (i) Agent shall have received not less than thirty (30) days prior written notice from Administrative Borrower of such
proposed change (other than Parent changing its name to Vitamin Shoppe, Inc. in connection with the merger contemplated in Section 9.7(a)(i) which shall
only require prior written notice from Administrative Borrower), which notice shall accurately set forth the new name; (ii) Agent shall have received a copy of
the amendment to the Certificate of Incorporation of such Borrower or Guarantor providing for the name change certified by the Secretary of State of the
jurisdiction of incorporation or organization of such Borrower or Guarantor as soon as it is available; and (iii) Agent shall have acknowledged in writing that
either (A) such change will not adversely affect the validity, perfection or priority of Agent’s security interest in the Collateral, or (B) any action reasonably
necessary to continue the perfection of any liens in favor of Agent, on behalf of Lenders, has been completed.
(c) No Borrower or Guarantor shall change its chief executive office or its mailing address or organizational identification number (or if it does not
have one, shall not acquire one) unless Agent shall have received not less than thirty (30) days’ prior written notice from Administrative Borrower of such
proposed change, which notice shall set forth such information with respect thereto as Agent may require and Agent shall have received such agreements as
Agent may reasonably require in connection therewith.

9.2 New Collateral Locations . Each Borrower and Guarantor may only open new locations within the United States and Canada. Borrower or Guarantor
shall (a) give Agent ten (10) days prior written notice of the intended opening of any such new location at which Collateral will be located (other than with
respect to the opening of a retail store location for which no notice shall be required) and (b) execute and deliver, or cause to be executed and delivered, to Agent
such agreements, documents, and instruments as Agent may deem reasonably necessary or desirable to protect its interests in the Collateral held at such
location; except, that, if (i) such new location is a retail store location, or (ii) the fair market value of all of the Collateral located at such location is less than
$100,000, no Collateral Access Agreement will be required by Agent.
9.3

Compliance with Laws, Regulations, Etc .

(a) Except as could not reasonably be expected to cause a Material Adverse Effect, each Borrower and Guarantor shall, and shall cause any
Subsidiary to, at all times, comply in all material respects with all laws, rules, regulations, licenses, approvals, orders and other permits applicable to it and
duly observe all applicable requirements of any foreign, Federal, State or local Governmental Authority, the Code, the Fair Labor Standards Act of 1938, as
amended, all Federal, State and local statutes, regulations, rules and orders pertaining to sales of consumer goods (including the Federal Trade Commission
Act of 1914, as amended, and all regulations, rules and orders promulgated thereunder) and all statutes, rules, regulations, orders, permits and stipulations
relating to environmental pollution and employee health and safety, including all of the Environmental Laws.
(b) Administrative Borrower shall give written notice to Agent promptly upon any Borrower’s or Guarantor’s receipt of any notice of the following,
except if the condition
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giving rise to such notice could not reasonably be expected to have a Material Adverse Effect (collectively, “ Environmental Events ”), (i) the occurrence of any
event involving the unpermitted release, spill or discharge, threatened or actual, of any Hazardous Material by any Borrower or Guarantor or (ii) any
investigation, proceeding, complaint, order, directive, claims, citation or notice with respect to: (A) any non-compliance with or violation of any
Environmental Law by any Borrower or Guarantor or (B) the release, spill or discharge, threatened or actual, of any Hazardous Material by any Borrower or
Guarantor (as applicable) other than in the ordinary course of business and other than as permitted under any applicable Environmental Law. Copies of all
non-privileged environmental surveys, audits, assessments, feasibility studies and results of remedial investigations conducted in connection with an
Environmental Event shall be promptly furnished, or caused to be furnished, by such Borrower or Guarantor to Agent. Each Borrower and Guarantor shall
take prompt action to respond to any material non-compliance with any of the Environmental Event and shall regularly report to Agent on such response.

(c) Without limiting the generality of the foregoing, whenever Agent reasonably determines that there is material non-compliance, or any condition
which requires any action by or on behalf of any Borrower or Guarantor in order to avoid any non compliance, with any Environmental Law except with
respect to such non-compliance that could not reasonably be expected to have a Material Adverse Effect, Borrowers shall, at Agent’s reasonable request and
Borrowers’ expense: (i) cause an independent environmental consultant reasonably acceptable to Agent to conduct such tests of the site where non-compliance
or alleged non compliance with such Environmental Laws (including sampling and analysis, if necessary) has occurred as to such non-compliance and
prepare and deliver to Agent a report as to such non-compliance setting forth the results of such tests, a proposed plan for responding to any environmental
problems described therein, and an estimate of the costs thereof and (ii) provide to Agent a supplemental report of such consultant whenever the scope of such
non-compliance, or such Borrower’s or Guarantor’s response thereto or the estimated costs thereof, shall change in any material respect.

(d) Each Borrower and Guarantor shall indemnify and hold harmless Agent and Lenders and their respective directors, officers, employees,
agents, invitees, representatives, successors and assigns, from and against any and all losses, claims, damages, liabilities, costs, and expenses (including
reasonable attorneys’ fees and expenses) directly or indirectly arising out of or attributable to the use, generation, manufacture, reproduction, storage, release,
threatened release, spill, discharge, disposal or presence of a Hazardous Material on any property of a Borrower or resulting from a Borrower’s conduct,
including the costs of any required or necessary repair, cleanup or other remedial work with respect to any property of any Borrower or Guarantor and the
preparation and implementation of any closure, remedial or other required plans relating to such Hazardous Materials except to the extent such losses, claims,
damages, liabilities, costs, and expenses arise out of or are attributable to the gross negligence, bad faith or willful misconduct of Agent or any Lender. All
indemnifications in this Section 9.3 shall survive the payment of the Obligations and the termination of this Agreement.

9.4 Payment of Taxes and Claims. Each Borrower and Guarantor shall, and shall cause any Subsidiary to, duly pay and discharge all taxes,
assessments, contributions and governmental charges upon or against it or its properties or assets, except for taxes (a) the
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validity or amount of which are being contested in good faith by appropriate proceedings diligently pursued and available to such Borrower, Guarantor or
such Subsidiary, as the case may be, and with respect to which adequate reserves have been set aside on its books or (b) the non-payment of which could not
reasonably be expected to have a Material Adverse Effect.

9.5 Insurance . Each Borrower and Guarantor shall, and shall cause any Subsidiary to, at all times, maintain with financially sound and reputable
insurers insurance with respect to the Collateral against loss or damage and all other insurance of the kinds and in the amounts customarily insured against or
carried by corporations of established reputation engaged in the same or similar businesses and similarly situated. Such policies of insurance shall be
reasonably satisfactory to Agent as to form, amount and insurer. Borrowers and Guarantor shall pay all premiums on any such insurance when due.
Borrowers and Guarantors shall furnish certificates, policies or endorsements to Agent as Agent shall reasonably require as proof of such insurance, and, if
any Borrower or Guarantor fails to do so, Agent is authorized, but not required, to obtain such insurance at the expense of Borrowers, provided, however, that
by purchasing such insurance, Agent shall not be deemed to have waived any Default arising from any Borrower’s or Guarantor’s failure to maintain such
insurance or pay any premiums therefor. All such insurance policies shall provide for at least thirty (30) days prior written notice to Agent of any cancellation,
amendment or reduction of coverage and that Agent may act as attorney for each Borrower and Guarantor in obtaining, and at any time an Event of Default
has occurred and is continuing, adjusting, settling, amending and canceling such insurance. Borrowers and Guarantors shall cause Agent to be named as a
loss payee and/or an additional insured, as applicable (but without any liability for any premiums) under all casualty and property insurance policies (but not
any business interruption insurance policies) and Borrowers and Guarantors shall obtain non-contributory lender’s loss payable endorsements to all property
and casualty insurance policies in form and substance reasonably satisfactory to Agent, which provide that all proceeds thereunder with respect to any
Collateral shall be payable to Agent, and that no such insurance shall be affected by any act or neglect of the insured or owner of the property described in
such policy. Except upon (a) the occurrence and during the continuance of an Event of Default, or (b) during a Compliance Period solely to the extent the
insurance proceeds relate to any Collateral which at the time of loss was included in the calculation of the Borrowing Base, insurance proceeds may be applied
by Borrower in its discretion to the repair or replacement of any lost or damaged Collateral that gave rise to such insurance proceeds so long as (i) in the context
of replacing lost or damaged Collateral, the insurance proceeds are used to replace such lost or damaged Collateral with like Collateral, and (ii) such repair or
replacement is completed within one hundred eighty (180) days of the receipt of insurance proceeds, or if Borrower commits in writing to undertake such
repair or replacement within such one hundred eighty (180) day period, within two hundred seventy (270) days of the date of the receipt of insurance proceeds.
Such lender’s loss payable endorsements shall specify that the proceeds of such insurance shall be payable to Agent, for itself and the ratable benefit of the
Secured Parties, Lenders and the Bank Product Providers, as its interests may appear and further specify that Agent and Lenders shall be paid regardless of
any act or omission by any Borrower, Guarantor or any of its or their Affiliates. Without limiting any other rights of Agent or Lenders, and subject to
Borrowers’ right to otherwise use insurance proceeds as provided in this Section 9.5 , any insurance proceeds received by Agent at any time may be applied to
payment of the Obligations, whether or not then due, in any order and in such manner as Agent may determine. Upon application of such proceeds to the
Revolving Loans, Revolving Loans may be available
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subject and pursuant to the terms hereof to be used for the costs of repair or replacement of the Collateral lost or damages resulting in the payment of such
insurance proceeds.

9.6 Financial Statements and Other Information .
(a) Each Borrower and Guarantor shall, and shall cause any Subsidiary to, keep proper books and records in which true and complete entries
shall be made of all dealings or transactions of or in relation to the Collateral and the business of such Borrower, Guarantor and its Subsidiaries in accordance
with GAAP. Borrowers and Guarantors shall promptly furnish to Agent and Lenders all such financial and other information as Agent shall reasonably
request relating to the Collateral and the assets, business and operations of Borrowers and Guarantors, and Borrower shall notify the auditors and accountants
of Borrowers and Guarantors that Agent is authorized to obtain such information directly from them. Without limiting the foregoing, Administrative Borrower
shall furnish or cause to be furnished to Agent, the following:
(i) within thirty (30) days after the end of each fiscal month, monthly unaudited consolidated financial statements and unaudited
consolidating financial statements (including in each case balance sheets, statements of income and loss, and statements of cash flow), all in reasonable detail,
fairly presenting in all material respects the financial position and the results of the operations of Parent and its Subsidiaries as of the end of and through such
fiscal month, certified to be correct in all material respects by the chief financial officer, treasurer, or other similar officer of Administrative Borrower, subject
to normal year-end adjustments and accompanied by a compliance certificate substantially in the form of Exhibit C hereto, along with a schedule in form
reasonably satisfactory to Agent of the calculations used in determining, as of the end of such month, whether Borrowers and Guarantors were in compliance
with the covenants set forth in Section 9.17 of this Agreement for such month, and
(ii) within ninety (90) days after the end of each fiscal year, audited consolidated financial statements and unaudited consolidating
financial statements of Parent and its Subsidiaries (including in each case balance sheets, statements of income and loss, statements of cash flow and
statements of shareholders’ equity), and the accompanying notes thereto, all in reasonable detail, fairly presenting in all material respects the financial position
and the results of the operations of Parent and its Subsidiaries as of the end of and for such fiscal year, together with the unqualified opinion of independent
certified public accountants with respect to the audited consolidated financial statements, which accountants shall be an independent accounting firm selected
by Administrative Borrower and reasonably acceptable to Agent, that such audited consolidated financial statements have been prepared in accordance with
GAAP, and present fairly in all material respects the results of operations and financial condition of Parent and its Subsidiaries as of the end of and for the
fiscal year then ended, and
(iii)(A) at such time as available, but in no event later than thirty (30) days after the end of each fiscal year (commencing with the fiscal
year of Borrowers ending December 31, 2009), projected consolidated financial statements (including in each case, forecasted balance sheets and statements of
income and loss, statements of cash flow, and projected Borrowing Base availability) of Parent and its Subsidiaries for the next fiscal year, all in reasonable
detail, and in a format consistent with the projections delivered by Borrowers to
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Agent prior to the date hereof, together with such supporting information as Agent may reasonably request. Such projected financial statements shall be
prepared on a monthly basis for the next succeeding year. Such projections shall represent the reasonable best estimate by Administrative Borrower of the
future financial performance of Parent and its Subsidiaries for the periods set forth therein and shall have been prepared on the basis of the assumptions set
forth therein which Administrative Borrower believes is fair and reasonable as of the date of preparation in light of current and reasonably foreseeable business
conditions (it being understood that actual results may differ from those set forth in such projected financial statements), and

(B) at such time as the aggregate amount of consideration paid by Borrowers and Guarantors in respect of Permitted Acquisitions
equals or exceeds $7,500,000 since the date that the last projections were received by Agent pursuant to Section 9.6(a)(iii)(A) hereof or this
Section 9.6(a)(iii)(B) , or in conjunction with a Material Permitted Acquisition under Section 1.128 hereof, Administrative Borrower shall deliver updated
(from the date of the last projections received) projected financial statements, in form and substance as required in Section 9.6(a)(iii)(A) hereof.

(b) Administrative Borrower shall, and shall cause the other Borrower(s) to notify Administrative Borrower so that it may, promptly notify Agent
in writing of the details of (i) any loss, damage, investigation, action, suit, proceeding or claim relating to Collateral having a value of more than $1,000,000 or
which if adversely determined would result in a Material Adverse Effect, (ii) any Material Contract being terminated or materially amended or any new
Material Contract entered into (in which event Administrative Borrower shall provide Agent with a copy of such Material Contract to the extent permitted by
any applicable confidentiality provisions contained in such Material Contract, provided, that, Borrowers shall use commercially reasonable efforts to get any
appropriate consent necessary to provide Agent with such a copy), (iii) any order, judgment or decree in excess of $1,000,000 shall have been entered against
any Borrower or Guarantor any of its or their properties or assets, (iv) any notification of a material violation of laws or regulations received by any Borrower
or Guarantor from a Governmental Authority, (v) any ERISA Event that could be reasonably expected to have a Material Adverse Effect, and (vi) the
occurrence of any Default or Event of Default.
(c) Promptly after the sending or filing thereof, Administrative Borrower shall send to Agent copies of (i) all reports which Parent or any of its
Subsidiaries sends to its holders of the Senior Secured Notes generally or the Senior Secured Note Trustee, (ii) all reports and registration statements which
Parent or any of its Subsidiaries files with the Securities Exchange Commission, any national or foreign securities exchange or the National Association of
Securities Dealers, Inc., and such other reports as Agent may hereafter specifically identify to Administrative Borrower that Agent will require be provided to
Agent, (iii) all press releases and (iv) all other statements concerning material changes or developments in the material business of a Borrower or Guarantor
made available by any Borrower or Guarantor to the public.

(d) Administrative Borrower shall furnish or cause to be furnished to Agent such budgets, forecasts, projections and other information respecting
the Collateral and the business of Borrowers and Guarantors, as Agent may, from time to time, reasonably request. Agent is hereby authorized to deliver a
copy of any financial statement or any other information
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relating to the business of Borrowers and Guarantors to any court or other Governmental Authority or to any Lender or Participant or prospective Lender or
Participant or any Affiliate of any Lender or Participant. Each Borrower and Guarantor hereby irrevocably authorizes and directs all accountants or auditors to
deliver to Agent, at Borrowers’ expense and without affecting any confidentiality obligations of such accountants and auditors to Persons other than Agent,
copies of the financial statements of any Borrower and Guarantor and any reports or management letters prepared by such accountants or auditors on behalf of
any Borrower or Guarantor and to disclose to Agent and Lenders such information as they may have regarding the business of any Borrower and Guarantor.
Any documents, schedules, invoices or other papers delivered to Agent or any Lender may be destroyed or otherwise disposed of by Agent or such Lender one
(1) year after the same are delivered to Agent or such Lender, except as otherwise designated by Administrative Borrower to Agent or such Lender in writing.

9.7 Sale of Assets, Consolidation, Merger, Dissolution, Etc . Borrowers and Guarantors shall not and shall not permit any Subsidiary to, directly or
indirectly, (a) merge into or with or consolidate with any other Person or permit any other Person to merge into or with or consolidate with it; provided,
however, upon prior written notice to Agent:
(i) a Subsidiary (other than a Borrower) may merge into or with or consolidate with or dissolve or liquidate into another Subsidiary;
(ii) Parent may merge into or with or consolidate with VS Parent, Inc., a Delaware corporation so long as (A) Parent is the surviving entity
with respect thereto and continues to be an organization of the type, domiciled in the state, (B) no Default or Event of Default then exists or would occur,
(C) no liens, other than those permitted under the terms of this Agreement with regard to Parent on its assets then exist, and (D) Parent would not, as a result of
such transaction, be liable for any Indebtedness or other obligations, other than Indebtedness or other obligations which are permitted under the terms of this
Agreement with regard to Parent;

(iii) a Subsidiary may merge into or with or consolidate with or dissolve or liquidate into a Borrower or Guarantor (other than Parent), and
a Borrower may merge into or with or consolidate with or dissolve or liquidate into another Borrower so long as (A) a Borrower (in the case of any such event
involving a Borrower) or Guarantor (other than Parent) is the surviving entity with respect thereto and such Borrower or Guarantor has otherwise complied
with Section 9.1(b) of this Agreement (if applicable) and all other terms of this Agreement, (B) no Default or Event of Default then exists or would occur as a
result thereof, (C) no liens, other than those permitted under the terms of this Agreement or the other Financing Agreement with regard to any Borrower or
Guarantor, on the assets of such Subsidiary then exist, and (D) such Borrower or Guarantor would not, as a result of such transaction and upon
consummation thereof, be liable for any Indebtedness or other obligations of such Subsidiary, other than Indebtedness or other obligations which are permitted
under the terms of this Agreement and the other Financing Agreements with regard to a Borrower or Guarantor; and
(iv) a Guarantor or Borrower may merge into or with or consolidate with or dissolve or liquidate into a Borrower so long as (A) a Borrower
is the surviving entity with respect thereto and continues to be an organization of the type, domiciled in the state and
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bearing the same corporate name as existed prior to such merger or consolidation, (B) no Default or Event of Default then exists or would occur, (C) no liens,
other than those permitted under the terms of this Agreement with regard to such Borrower, on the assets of such Guarantor then exist, and (D) such Borrower
would not, as a result of such transaction, be liable for any Indebtedness or other obligations of such Guarantor or other Borrower, other than Indebtedness or
other obligations which are permitted under the terms of this Agreement with regard to such Borrower.

(b) sell, issue, assign, lease, license, transfer, abandon or otherwise dispose of any Capital Stock or any of its assets to any other Person (or agree
to do any of the foregoing unless the terms of such agreement provide that: (i) Agent’s written consent is a condition to consummation of the prohibited action,
or (ii) repayment in full of the Obligations and termination of this Agreement is a condition to consummation of the prohibited action), except for:
(A) sales of Inventory in the ordinary course of business,
(B) returns and exchanges of Inventory to vendors in the ordinary course of business of a Borrower or other Subsidiary of Parent on
terms and conditions consistent with the current or prior practices of such Borrower or Subsidiary;
(C) the sale or other disposition of assets (other than Collateral and other than assets subject to clause (D) of this Section below) by
a Borrower or Guarantor or any Subsidiary in the ordinary course of its business that are no longer necessary or required, worn out, non-core or obsolete, in
the conduct of such Borrower’s or Guarantor’s business;

(D) sales or other dispositions by any Borrower or Guarantor or any Subsidiary of assets in connection with the closing or sale of a
retail store location (the closure of a store is not in and of itself the disposition of assets), warehouse, distribution center or corporate office of such Borrower,
Guarantor or Subsidiary, Guarantor or Subsidiary in the ordinary course of business of such Borrower, Guarantor or Subsidiary, which sale or disposition
consists of leasehold interests in the premises of such store or distribution center, the Equipment and fixtures located at such premises and the books and
records relating exclusively and directly to the operations of such store or distribution center; provided, that, as to each and all such sales and closings,
(1) Agent shall have receive written notice of such sale or closing in accordance with Section 7.1(a) hereof, (2) after giving effect thereto, no Default or Event of
Default shall have occurred and be continuing, and (3) such sale shall be on commercially reasonable prices and terms in a bona fide arm’s length transaction,
(E) in addition to the dispositions permitted in subclause (D) above, the sale or other disposition of Equipment (including worn-out,
non-core or obsolete Equipment or Equipment no longer used or useful in the business of such Borrower or Guarantor) so long as the value of such Equipment
sold in any fiscal year is equal to or less than the value of all Equipment acquired in such year,
(F) the grant by any Borrower or Guarantor after the date hereof of a non-exclusive license or an exclusive license to any Person for
the use of
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commercially reasonable terms of Intellectual Property in the ordinary course of business, so long as no Event of Default has occurred and is continuing at the
time of the execution and delivery of the subject license or sublicense; provided, however, (1) any such licenses or sublicenses if exclusive are for
commercially reasonable periods of time and have commercially reasonable geographical limitations, (2) if any such license or sublicense is for use within the
United States or in any territory or possession thereof, then, after giving effect to such license, such Borrower or Guarantor must retain sufficient rights to use
its Intellectual Property as to enable such Borrower or Guarantor to continue to conduct the material aspects of its business in the ordinary course; (3) any such
licenses or sublicenses are pursuant to bona fide arm’s length transactions on commercially reasonable terms to such Borrower or Guarantor, (4) any such
licenses or sublicenses do not impair in any material respect the value (to Borrower, Agent or Lenders) of the Intellectual Property or the Collateral as a whole or
the marketability of the Intellectual Property or the Collateral taken as a whole, and (5) any such licenses or sublicenses do not otherwise materially and
adversely affect the potential realization by Agent and Lenders of the value of the Intellectual Property or the Collateral taken as a whole when exercising their
remedies under the terms of this Agreement and applicable law,

(G) sales, transfers and dispositions of assets of (1) a Borrower to another Borrower, (2) by a Guarantor or other Subsidiary of
Parent to a Borrower or Guarantor (other than Parent (other than assets the Parent is permitted to own pursuant to Section 9.15(b) )) or (3) by any Subsidiary
that is not a Borrower or Guarantor to another Subsidiary that is not a Borrower or Guarantor, provided, that, in each case such transfer is otherwise
consummated (and the lien and security interest of Agent and Secured Parties continues in such assets) in accordance with the terms of this Agreement and the
other Financing Agreements,
(H) the issuance and sale by any Borrower or Guarantor of Capital Stock of such Borrower or Guarantor after the date hereof;
provided, that, (1) Agent shall have received not less than ten (10) Business Days’ prior written notice of such issuance and sale by such Borrower,
Guarantor or Subsidiary, which notice shall specify whether such shares are to be sold pursuant to a public offering or if not a public offering, then the
parties to whom such shares are to be sold, the terms of such sale, the total amount which it is anticipated will be realized from the issuance and sale of such
stock and the net cash proceeds which it is anticipated will be received by such Borrower or Guarantor from such sale, (2) such Borrower or Guarantor shall
not be required to pay any cash dividends or repurchase or redeem such Capital Stock or make any other payments in respect thereof, except as otherwise
permitted in Section 9.11 hereof, (3) the terms of such Capital Stock, and the terms and conditions of the purchase and sale thereof, shall not include any
terms that include any limitation on the right of any Borrower to request or receive Loans or Letters of Credit or the right of any Borrower and Guarantor to
amend or modify any of the terms and conditions of this Agreement or any of the other Financing Agreements or otherwise in any way relate to or affect the
arrangements of Borrowers and Guarantors with Agent and Lenders or are more restrictive or burdensome to any Borrower or Guarantor than the terms of any
Capital Stock in effect on the date hereof, (4) except as Agent may otherwise agree in writing, upon the occurrence and continuance of an Event of Default or
during a Compliance Period, all of the proceeds of the sale and issuance of such Capital Stock shall be paid to Agent for application to the Obligations in
accordance with Section 6.4(a) or at Agent’s option, to be held as cash collateral for the Obligations provided,
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that, in no event shall any Borrower or Guarantor issue any Capital Stock which would result in a Change of Control or other Event of Default; provided,
further that, conditions (1) through (3) shall not apply to the issuance and sale of Capital Stock of Parent,
(I) the issuance of Capital Stock of Parent consisting of common stock pursuant to an employee stock option or grant or similar
equity plan or 401(k) plans of Parent for the benefit of its or its Subsidiaries’ employees, directors and consultants, provided, that, in no event shall Parent or
any of its Subsidiaries issue, Capital Stock pursuant to such stock plans or 401(k) plans which would result in a Change of Control or other Event of
Default,
(J) the abandonment, non-renewal, failure to maintain, cancellation or sale, transfer or other disposition of Intellectual Property
which is not material to the conduct of any Borrower’s or Guarantor’s business and which has no material economic value, and

(K) leases and subleases and other agreements related to Real Property in the ordinary course of business;

(L) the transactions permitted under Sections 9.9 , 9.10(h), 9.12 and 9.19 hereof,

(M) dispositions of cash and Cash Equivalents subject to compliance with Section 9.10(b) hereof, and
(N) in addition to the sales and dispositions permitted in clauses (A) through (M) of this Section 9.7(b) , the sale or other
disposition of assets with an aggregate fair market value not in excess of $1,000,000 for all such assets disposed of in any Fiscal Year of Borrowers or as
Agent may otherwise agree.
In connection with any disposition set forth in Section 9.7(b) hereof, Agent shall (and is hereby irrevocably authorized by Lenders to) upon the request
of Administrative Borrower and at Borrowers’ expense, (1) upon the sale or other disposition of any Collateral permitted under Section 9.7(b) hereof, release
such Collateral from the lien of Agent hereunder, and (2) in connection with the transactions described in clause (1) , deliver to Administrative Borrower a
UCC-3 partial release (or other appropriate instrument, as the case may be) in form and substance reasonably satisfactory to Agent, as may be necessary to
evidence the release of the lien in favor of Agent upon any Collateral to the extent such Collateral is sold, transferred or otherwise disposed of in accordance
with Section 9.7(b) hereof; provided, that, (a) Administrative Borrower certifies to Agent, Issuing Bank and Lenders in writing that such sale, disposition or
other transaction is being consummated in accordance with the terms of this Agreement (and Agent, Issuing Bank and Lenders may rely conclusively upon
such certificate without any further inquiry) and such release shall only be effective upon the consummation of such transaction, sale or other disposition,
(b) Agent shall not be required to execute any such document on terms which, in Agent’s opinion, would expose Agent to liability to any third Person or create
any obligations or entail any consequence to Agent, Issuing Bank or Lenders other than the release of such Obligor or such lien without recourse or warranty,
and (c) such
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release shall not in any manner discharge, affect or impair the Obligations of any Person not released or any lien upon (or obligations of Obligors in respect of)
the Collateral retained by such Borrower or Guarantor; and

(c) wind up, liquidate or dissolve, except (i) as permitted in clause (a) above or (ii) if such Person is a Subsidiary of any Borrower (other than VS
Direct) with assets having an aggregate fair market value of less than or equal to $100,000.

9.8 Encumbrances . Each Borrower and Guarantor shall not, and shall not permit any Subsidiary to, create, incur, assume or suffer to exist any
security interest, mortgage, pledge, lien, charge or other encumbrance of any nature whatsoever on any of its assets or properties, including the Collateral, or
file or permit the filing of, or permit to remain in effect, any financing statement or other similar notice of any security interest or lien with respect to any such
assets or properties, except:
(a) the security interests and liens of Agent for itself and the benefit of the Secured Parties and the rights of setoff of Secured Parties provided for
herein or under applicable law;
(b) liens securing the payment of taxes, assessments or other governmental charges or levies either not yet delinquent or the validity or amount of
which are being contested in good faith by appropriate proceedings diligently pursued and available to such Borrower, or Guarantor or Subsidiary, as the case
may be and with respect to which adequate reserves have been set aside on its books;

(c) non-consensual statutory liens (including without limitation, carriers’, warehousemen’s, mechanics, materialmen’s or other like liens but
excluding liens securing the payment of taxes) arising in the ordinary course of such Borrower’s, Guarantor’s or Subsidiary’s business to the extent: (i) such
liens secure Indebtedness which is not overdue or (ii) such liens secure Indebtedness relating to claims or liabilities which are fully insured and being defended
at the sole cost and expense and at the sole risk of the insurer or being contested in good faith by appropriate proceedings diligently pursued and available to
such Borrower, Guarantor or such Subsidiary, in each case prior to the commencement of foreclosure or other similar proceedings and with respect to which
adequate reserves have been set aside on its books;

(d) zoning restrictions, building codes, easements, licenses, covenants, land use laws, and other restrictions affecting the use of Real Property and
other similar matters of record affecting title to Real Property which do not interfere in any material respect with the use of such Real Property or ordinary
conduct of the business of such Borrower, Guarantor or such Subsidiary as presently conducted thereon or materially impair the value of the Real Property
which may be subject thereto;
(e) purchase money security interests in Equipment (including Capital Leases) and purchase money mortgages on Real Property to secure
Indebtedness permitted under Section 9.9(b) hereof;

(f) pledges and deposits of cash by any Borrower or Guarantor or Subsidiary after the date hereof in the ordinary course of business in connection
with workers’
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compensation, unemployment insurance and other types of social security benefits consistent with the current or prior practices of such Borrower or
Guarantor;

(g) liens or rights of setoff against credit balances of Borrowers, Guarantors or any of their Subsidiaries with Credit Card Issuers or Credit Card
Processors or amounts owing by such Credit Card Issuers or Credit Card Processors to Borrower in the ordinary course of business, but not liens on or rights
of setoff against any other property or assets of Borrowers, pursuant to the Credit Card Agreements to secure the obligations of Borrowers to the Credit Card
Issuers or Credit Card Processors as a result of fees and chargebacks;
(h) pledges and deposits of cash by any Borrower or Guarantor or Subsidiary after the date hereof to secure the performance of tenders, bids,
leases, trade contracts, statutory obligations and other similar obligations in each case (1) in the ordinary course of business of such Borrower, Guarantor or
Subsidiary and (2) other than for the repayment of Indebtedness;
(i) liens arising from (i) operating leases and the precautionary UCC and PPSA financing statement or fixture filings in respect thereof and
(ii) Equipment or other materials which are not owned by any Borrower, Guarantor or Subsidiary located on the premises of such Borrower, Guarantor or
Subsidiary (but not in connection with, or as part of, the financing thereof) from time to time in the ordinary course of business of such Borrower, Guarantor
or Subsidiary and the precautionary UCC financing statement or fixture filings in respect thereof;

(j) deposits of cash with the owner or lessor of premises leased and operated by any Borrower, Guarantor or Subsidiary in the ordinary course of
the business of such Borrower, Guarantor or Subsidiary to secure the performance by such Borrower, Guarantor or Subsidiary of its obligations under the
terms of the Real Property lease for such premises;
(k) judgments and other similar liens arising in connection with court proceedings that do not constitute an Event of Default, provided, that,
(i) such liens are being contested in good faith and by appropriate proceedings diligently pursued, (ii) adequate reserves or other appropriate provision, if any,
as are required by GAAP have been made therefor, (iii) a stay of enforcement of any such liens is in effect and (iv) Agent may establish Reserves with respect
thereto;

(l) security interests in assets of a Borrower, Guarantor or Subsidiary existing at the time such Borrower, Guarantor or Subsidiary is acquired
pursuant to a Permitted Acquisition after the date hereof; provided, that, each of the following conditions is satisfied as determined by Agent: (i) such security
interests were not granted and did not arise in connection with, or in anticipation or contemplation of, such Permitted Acquisition, (ii) the assets subject to
such security interests do not include any assets of the type or categories that constitute Collateral other than Equipment or Real Property and do not apply to
any assets or properties of any Borrower or other Guarantor other than Equipment and Real Property of the Borrower, Guarantor or Subsidiary so acquired,
(iii) the Indebtedness secured by such assets is permitted under Section 9.9(h) hereof;
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(m) the security interests in and mortgages and liens upon the Collateral in favor of Senior Secured Note Trustee to secure the Indebtedness arising
under the Senior Secured Notes (and any refinancing of such Indebtedness in replacement thereof as permitted hereunder), provided, that, the security interests
in and mortgages and liens upon the Collateral in favor of Senior Secured Note Trustee are and shall at all times be subject and subordinate to the security
interests, and liens therein of Agent and Secured Parties pursuant to the terms of the Intercreditor Agreement;
(n) security interests granted by any Borrower in favor of a lessor of a retail store location identified on Schedule 9.8(n) hereto, on personal
property and/or trade fixtures owned by any Borrower or Guarantor located at such retail store location granted pursuant to a lease agreement between such
Borrower or Guarantor and such landlord entered into prior to September 25, 2009; provided, that, in the event that Administrative Borrower does not obtain
a Collateral Access Agreement with respect to such locations, Agent at its option, may establish a Reserve with respect to each such location in respect of
amounts at any time due or to become due to the owner and lessor of such location as Agent shall reasonably determine but in no event shall any Reserve with
respect to rent be maintained in respect of any location for which a Collateral Access Agreement has been delivered to Agent;

(o) inchoate statutory landlord liens for amounts which are not yet due arising in the ordinary course of business;

(p) liens incurred by any Borrower or Guarantor on any unearned premiums paid by any Borrower or Guarantor or any return of the premium for
such policy; pursuant to the Indebtedness described in Section 9.9(i) hereof;
(q) the security interests and liens set forth on Schedule 8.4 hereto;
(r) liens or rights of setoff against amounts on deposit in the Program Account for amounts that constitute a Program Payment, but not liens on or
rights of setoff against any other property or assets of Borrowers or Guarantor, to secure the obligations of the Program Debtor to the Program Financier
pursuant to any Trade Payable Credit Program; and
(s) liens created to secure Permitted Subordinated Indebtedness (and any refinancing of such Indebtedness in replacement thereof as permitted
hereunder); provided, that the security interests in and mortgages and liens upon the assets and property of each Borrower and Guarantor are and shall at all
times be subject to and are subordinate to the security interests and liens therein of Agent and Secured Parties pursuant to an intercreditor subordination
agreement in form and substance acceptable to Agent in its sole discretion.
For the avoidance of doubt, for purposes of this Agreement, “encumbrance” shall not be deemed to include licenses to Intellectual Property which are otherwise
permitted under the terms of this Agreement.

9.9 Indebtedness . Each Borrower and Guarantor shall not, and shall not permit any Subsidiary to, incur, create, assume, become or be liable in any
manner with respect to, or permit to exist, any Indebtedness, or guarantee, assume, endorse, or otherwise become responsible for
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(directly or indirectly), the Indebtedness, performance, obligations or dividends of any other Person, except:
(a) the Obligations;

(b) purchase money Indebtedness (including Capital Leases) arising after the date hereof to the extent secured by purchase money security interests
in Equipment (including Capital Leases) and purchase money mortgages on Real Property not to exceed $10,000,000 in the aggregate at any time outstanding so
long as such security interests and mortgages do not apply to any property of such Borrower, Guarantor or Subsidiary other than the Equipment or Real
Property so acquired, and the Indebtedness secured thereby does not exceed the cost of the Equipment or Real Property so acquired, as the case may be;

(c) guarantees by any Borrower or Guarantor or other Subsidiary of the Indebtedness or other obligations of any other Borrowers or Guarantors so
long as such Indebtedness is otherwise permitted under this Section 9.9 and such other obligations are not prohibited by the terms of this Agreement;

(d) the Indebtedness of any Borrower, Guarantor or other Subsidiary to any other Borrower or Guarantor or other Subsidiary arising after the date
hereof pursuant to loans by any Borrower or Guarantor permitted under Sections 9.10(g), 9.10(h), and 9.10(j) hereof;
(e) unsecured Indebtedness of any Borrower, Guarantor or Subsidiary arising after the date hereof to any third Person (but not to any other
Borrower or Guarantor), provided, that, each of the following conditions is satisfied as determined by Agent: (i) such Indebtedness shall be on terms and
conditions acceptable to Agent and shall be subject and subordinate in right of payment to the right of Agent and Lenders to receive the prior payment and
satisfaction in full payment of all of the Obligations pursuant to the terms of an intercreditor and subordination agreement between Agent and such third party,
in form and substance satisfactory to Agent, (ii) Agent shall have received not less than ten (10) days prior written notice of the intention of such Borrower or
Guarantor to incur such Indebtedness, which notice shall set forth in reasonable detail satisfactory to Agent the amount of such Indebtedness, the Person or
Persons to whom such Indebtedness will be owed, the interest rate, the schedule of repayments and maturity date with respect thereto and such other
information as Agent may request with respect thereto, (iii) Agent shall have received true, correct and complete copies of all agreements, documents and
instruments evidencing or otherwise related to such Indebtedness, (iv) except as Agent may otherwise agree in writing, upon the occurrence and continuance of
an Event of Default or during a Compliance Period, all of the proceeds of the loans or other accommodations giving rise to such Indebtedness shall be paid to
Agent for application to the Obligations in such order and manner as Agent may determine or at Agent’s option, to be held as cash collateral for the
Obligations, (v) in no event shall the aggregate principal amount of such Indebtedness incurred during the term of this Agreement exceed $10,000,000, (vi) as
of the date of incurring such Indebtedness and after giving effect thereto, no Default or Event of Default shall have occurred and be continuing, (vii) such
Borrower and Guarantor shall not, directly or indirectly, (A) amend, modify, alter or change the terms of such Indebtedness or any agreement, document or
instrument related thereto, except, that, such Borrower or Guarantor may, after prior written notice to Agent, amend, modify, alter or change the terms thereof
so as to extend the maturity
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thereof, or defer the timing of any payments in respect thereof, or to forgive or cancel any portion of such Indebtedness (other than pursuant to payments
thereof), or to reduce the interest rate or any fees in connection therewith, or (B) redeem, retire, defease, purchase or otherwise acquire such Indebtedness
(except as permitted by Section 9.24 ), or set aside or otherwise deposit or invest any sums for such purpose, in each case without the written consent of Agent,
and (viii) Administrative Borrower shall furnish to Agent all material notices or demands in connection with such Indebtedness either received by any
Borrower or Guarantor or on its behalf promptly after the receipt thereof, or sent by any Borrower or Guarantor or on its behalf concurrently with the sending
thereof, as the case may be, except that the foregoing conditions (other than those contained in clauses (v) and (vi) above) shall not apply to the incurrence of
the first $250,000 of such Indebtedness;

(f) Indebtedness of any Borrower, Guarantor or any of their Subsidiaries entered into in the ordinary course of business pursuant to a Hedge
Agreement; provided , that, (i) such arrangements are not for speculative purposes, and (ii) such Indebtedness shall be unsecured, except to the extent such
Indebtedness constitutes part of the Obligations arising under or pursuant to Hedge Agreements with any Bank Product Provider that are secured under the
terms hereof or except to the extent secured by pledges or deposits of cash as permitted under Section 9.8 hereof;
(g) the Indebtedness set forth on Schedule 9.9 hereto; provided, that, (i) Borrowers and Guarantors may only make regularly scheduled payments
of principal and interest in respect of such Indebtedness in accordance with the terms of the agreement or instrument evidencing or giving rise to such
Indebtedness as in effect on the date hereof, (ii) Borrowers and Guarantors shall not, directly or indirectly, (A) amend, modify, alter or change the terms of
such Indebtedness or any agreement, document or instrument related thereto as in effect on the date hereof except, that, Borrowers and Guarantors may, after
prior written notice to Agent, amend, modify, alter or change the terms thereof so as to extend the maturity thereof, or defer the timing of any payments in
respect thereof, or to forgive or cancel any portion of such Indebtedness (other than pursuant to payments thereof), or to reduce the interest rate or any fees in
connection therewith, or (B) redeem, retire, defease, purchase or otherwise acquire such Indebtedness, or set aside or otherwise deposit or invest any sums for
such purpose, and (iii) Administrative Borrower shall furnish to Agent all material notices or demands in connection with such Indebtedness either received by
any Borrower or Guarantor or on its behalf, promptly after the receipt thereof, or sent by any Borrower or Guarantor or on its behalf, concurrently with the
sending thereof, as the case may be,

(h) Indebtedness of a Borrower, Guarantor or Subsidiary existing at the time such Borrower, Guarantor or Subsidiary is acquired pursuant to a
Permitted Acquisition; provided, that, each of the following conditions is satisfied as reasonably determined by Agent: (i) such Indebtedness was not incurred
in connection with, or in anticipation or contemplation of, such Permitted Acquisition, (ii) such Indebtedness is not secured by any assets of any Borrower or
Guarantor other than Equipment or Real Property of the Borrower or Guarantor so acquired, (iii) no other Borrower or Guarantor shall have any obligation or
liability in respect of such Indebtedness except as otherwise permitted hereof, (iv) if the amount of such Indebtedness is greater than $5,000,000, it shall be on
terms and conditions reasonably acceptable to Agent, and
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(v) the aggregate amount of such Indebtedness pursuant to all Permitted Acquisitions shall not exceed $10,000,000 at any time outstanding,

(i) Indebtedness of Borrowers and Guarantors evidenced by the Senior Secured Notes as in effect on November 15, 2005 or as permitted to be
amended pursuant to the terms hereof, provided, that:
(i) the aggregate amount of such Indebtedness shall not exceed $165,000,000, less the aggregate amount of all repayments or redemptions,
whether optional or mandatory and whether made on, prior to or after September 25, 2009, in respect thereof, plus interest thereon at the rate provided for in
the Senior Secured Notes,
(ii) this Agreement is and shall at all times continue to be the “ Credit Agreement ” as such term is defined in the Senior Secured Note
Indenture as in effect on the date hereof (or a corresponding term with equivalent meaning as set forth in a replacement indenture pursuant to a refinancing
permitted hereunder) and is and shall be entitled to all of the rights and benefits thereof under the Senior Secured Note Indenture,

(iii) Borrowers and Guarantors shall not, directly or indirectly, make any payments in respect of such Indebtedness, except payments
expressly permitted under Section 9.24 ,

(iv) Borrowers and Guarantors shall not, directly or indirectly, amend, modify, alter or change in any material respect any terms of such
Indebtedness or any of the Senior Secured Notes, the Senior Secured Note Indenture or any related agreements, documents and instruments, except, that,
Borrowers and Guarantors may, after prior written notice to Agent, (A) amend, modify, alter or change the terms thereof so as to extend the maturity thereof or
defer the timing of any payments in respect thereof, or to forgive or cancel any portion of such Indebtedness other than pursuant to payments thereof, or to
reduce the interest rate or any fees in connection therewith or to make the provisions thereof less restrictive or burdensome than the terms or conditions of the
Senior Secured Note Documents in effect on the date hereof or (B) refinance the Indebtedness evidenced by the Senior Secured Notes as permitted by and in
accordance with Section 9.9(p) hereof,
(v) any lien on the Collateral securing such Indebtedness shall at all times be subordinate to the lien in favor of Agent pursuant to the
terms of the Intercreditor Agreement,
(vi) Agent shall have received true, correct and complete copy of the Senior Secured Note Indenture (including all amendments and
supplemental indentures with respect thereto) and all related agreements, documents and instruments at any time entered into in connection therewith, and

(vii) Administrative Borrower shall furnish to Agent all material written notices or demands in connection with such Indebtedness either
received by any Borrower or any Guarantor or on its behalf, promptly after the receipt thereof, or sent by any Borrower or any Guarantor or on its behalf,
concurrently with the sending thereof, as the case may be; and
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(j) Indebtedness of Borrowers and Guarantors and their Subsidiaries in connection with the financing of insurance premiums in respect of
unearned premiums payable on certain insurance policies maintained by Borrower, provided, that, (i) in no event shall the total amount of such Indebtedness
outstanding at any time exceed $2,000,000, (ii) such Indebtedness shall be unsecured except to the extent of any unearned premiums paid by any Borrower or
Guarantor or any return of the premium for such policy, and (iii) Administrative Borrower shall furnish to Agent all material notices or demands in connection
with such Indebtedness either received by any Borrower or Guarantor on its behalf after the receipt thereof, or sent by any Borrower or Guarantor or on its
behalf, concurrently with the sending thereof, as the case may be;

(k) unsecured Indebtedness in respect of workers’ compensation claims, self insurance obligations, bankers acceptances, performance, surety
bonds and other similar obligations in the ordinary course of business,
(l) unsecured Indebtedness of any Borrower, Guarantor or Subsidiary that is expressly subordinated in right of payment to all Indebtedness of the
Borrowers under the Financing Agreements by the execution and delivery of a subordination agreement, in form and substance reasonable acceptable to Agent
so long as the Fixed Charge Coverage Ratio (as such term is defined in the Senior Secured Note Indenture) for Borrowers’ most recently ended four (4) full
fiscal quarters for which internal financial statements are available immediately preceding the date on which such Indebtedness is incurred would have been at
least 2.50 to 1.0 determined on a pro forma basis (including a pro forma application of the net proceeds therefrom), as if the additional Indebtedness had been
incurred, at the beginning of such four-quarter period,

(m) unsecured Indebtedness arising from the honoring by a bank or other financial institution of a check, draft or similar instrument
inadvertently drawn against insufficient funds, so long as such Indebtedness is repaid within five (5) Business Days,
(n) unsecured Indebtedness resulting from agreements to provide for working capital adjustments of purchase price, earnouts or other similar
obligations incurred in connection with Permitted Acquisitions, provided, that, such Indebtedness shall be on terms and conditions reasonably acceptable to
Agent and shall be subject and subordinate in right of payment to the right of Agent and Lenders to receive the prior payment and satisfaction in full payment
of all of the Obligations pursuant to the terms of a subordinations agreement between Agent and such third party, in form and substance reasonably
satisfactory to Agent,

(o) the Indebtedness of any Borrower or Guarantor or any other Subsidiary to any other Borrower or Guarantor or any other Subsidiary of Parent
arising after the date hereof pursuant to Investments consisting of loans and advances permitted under Section 9.10(c) hereof, provided, that, as to any such
Indebtedness at any time owing by a Borrower to a Guarantor or any other Subsidiary of Parent (other than a Borrower), (i) the Indebtedness arising pursuant
to such Investment shall be subject to, and subordinate in right of payment to, the right of Agent and Lenders to receive the prior final payment and
satisfaction in full of all of the Obligations on terms and conditions acceptable to Agent, (ii) in the case of any Indebtedness owing to a Borrower or Guarantor,
the Indebtedness arising pursuant to any such loan shall not be
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evidenced by a promissory note or other instrument, unless the single original of such note or other instrument is promptly delivered to Agent upon its request
to hold as part of the Collateral, with such endorsement and/or assignment by the payee of such note or other instrument as Agent may require, (iii) in the case
of any Indebtedness owing to a Subsidiary of Parent which is not a Borrower or Guarantor, (A) promptly upon Agent’s request, Agent shall have received a
subordination agreement, in form and substance satisfactory to Agent, providing for the terms of the subordination in right of payment of such Indebtedness
of such Borrower or Guarantor to the prior final payment and satisfaction in full of all of the Obligations, duly authorized, executed and delivered by such
Subsidiary and such Borrower or Guarantor, (B) such Borrower or Guarantor shall not, directly or indirectly make, or be required to make, any payments in
respect of such Indebtedness prior to the end of the then current term of this Agreement, (C) as of the date any such Indebtedness is incurred, any Borrower or
Guarantor making the loan or other Investment giving rise to such Investment shall be Solvent, and (D) as of the date any such Indebtedness is incurred and
after giving effect thereto, no Event of Default shall have occurred and be continuing,
(p) refinancing of the Indebtedness referenced in the subsections (a) , (b), (c), (d), (e), (f), (g), (h), (i), (j) or (s) of this Section 9.9 (or this
subsection (p) ) so long as (i) such Indebtedness continues to comply with all provisions of such subsections (a) , (b), (c), (d), (e), (f), (g), (h), (i), (j) or (s), as
applicable, (ii) the incurrence of such Indebtedness would not otherwise cause a Default or Event of Default to occur, and (iii) any refinancing of such
Indebtedness is not on terms which, taken as a whole, are materially more adverse to Borrowers, Guarantors, Agent or any Lender than the Indebtedness
refinanced, (iv) the principal amount of such Indebtedness as refinanced does not exceed the outstanding principal balance of the original amount of such
Indebtedness plus costs, fees, expenses, accrued interest and other items refinanced, and (v) the final maturity date of such refinancing Indebtedness is a
maturity date that is not earlier than ninety days after the scheduled Maturity Date,

(q) unsecured Indebtedness of Parent arising after the date hereof to any third Person (but not to any Borrower or other Guarantor), provided, that,
each of the following conditions is satisfied as determined by Agent: (i) such Indebtedness shall be incurred at commercially reasonable rates at the time of
incurrence, (ii) after giving effect to the incurrence of such Indebtedness no Event of Default shall have occurred or be continuing, (iii) the covenants governing
such Indebtedness are not more burdensome than the covenants applicable to Borrowers and Guarantors set forth in this Agreement and the other Financing
Agreements, (iv) no cash payments of principal or interest in respect of such Indebtedness shall be required by the terms of such Indebtedness until after the
Maturity Date, (v) the final maturity date of such Indebtedness shall be a date that is not earlier than at least ninety days after the scheduled Maturity Date,
(vi) no Borrower or Guarantor shall have guaranteed or be required to guarantee or otherwise be liable for such Indebtedness, and (vii) Administrative Borrower
shall furnish to Agent all material notices or demands in connection with such Indebtedness either received by Parent or any Borrower or Guarantor or on its
behalf promptly after the receipt thereof, or sent by any Borrower or Guarantor or on its behalf concurrently with the sending thereof,

(r) Indebtedness arising from any Trade Payable Credit Program, provided that the amount on deposit in the Program Account at any time does
not exceed the greater of (i)
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$10,000,000 or (ii) such other greater amount as may be agreed to by Agent from time to time, and

(s) Permitted Subordinated Indebtedness.

9.10 Loans, Investments, Etc . Each Borrower and Guarantor shall not, and shall not permit any Subsidiary to, directly or indirectly, purchase, hold or
acquire (including pursuant to any merger with any Person that was not a wholly owned Subsidiary immediately prior to such merger) any Capital Stock,
evidences of Indebtedness or other Securities (including any option, warrant or other right to acquire any of the foregoing) of, make or permit to exist any loans
or advances to, or make or permit to exist any investment or any other interest in, any other Person, or purchase or otherwise acquire (in one transaction or a
series of transactions) any assets of any other Person constituting a business unit or all or a substantial part of the assets or property of any other Person
(whether through purchase of assets, merger or otherwise), or form or acquire any Subsidiaries, or agree to do any of the foregoing (each of the foregoing an
“Investment ”), except:
(a) the endorsement of instruments for collection or deposit in the ordinary course of business;

(b) Investments in cash or Cash Equivalents, so long as no Event of Default has occurred and is continuing and no Compliance Period exists,
provided, that, (i) if any Revolving Loans are outstanding, Borrower shall not have investments in cash or Cash Equivalents in an aggregate amount in excess
of $10,000,000 (in addition to any amounts in Store Accounts and Manual Sweeping Accounts as permitted in Section 6.3(a)(i) hereof), and (ii) the terms and
conditions of Section 5.2 hereof shall have been satisfied with respect to the Deposit Account, investment account or other account in which such cash or
Cash Equivalents are held;
(c) (i) the existing equity Investments of each Borrower and Guarantor as of the date hereof in its Subsidiaries, provided, that, no Borrower or
Guarantor shall have any further obligations or liabilities to make any capital contributions or other additional investments or other payments to or in or for the
benefit of any of such Subsidiaries;

(ii) a Borrower or Guarantor may form a Subsidiary, provided, that,
(A) Agent shall have received promptly upon any such formation or acquisition all of the agreements, documents and instruments
required by the terms of Sections 5.2 and 9.23 hereof,
(B) as of the date of the organization, formation or acquisition of any such Subsidiary and immediately after giving effect thereto,
no Event of Default shall have occurred and be continuing, and

(C) in the event that Administrative Borrower requests that any such new Subsidiary that is directly or indirectly wholly owned by
Parent be designated a Borrower hereunder, in no event shall any Inventory or Credit Card Receivables of such Subsidiary be deemed Eligible Inventory or
Eligible Credit Card Receivables until Agent shall
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have conducted a field examination and appraisal with respect to such assets and the results of such field examination, appraisal, and other due diligence shall
be reasonably satisfactory to Agent, and then only to the extent the criteria for Eligible Inventory and Eligible Credit Card Receivables set forth herein are
satisfied with respect thereto (as such criteria may be reasonably modified by Agent to reflect the results of Agent’s field examination and appraisal including
any separate advance percentage with respect to such Credit Card Receivables as Agent may reasonably determine); and
(D) such Subsidiary shall be an operating company that engages in a Permitted Business or an operating company or a holding
company formed to make a Permitted Acquisition.

(d) Investments by a Borrower, Guarantor or other Subsidiary of Parent in a Borrower, Guarantor or other Subsidiary of Parent, in each case
after the date hereof, provided, that, (i) to the extent that such Investment gives rise to any Indebtedness, such Indebtedness is permitted hereunder, (ii) to the
extent that such Investment gives rise to the issuance of any shares of Capital Stock, such issuance is permitted hereunder and (iii) to the extent of any
Investments by a Borrower or Guarantor in a Subsidiary of Parent that is not a Borrower or Guarantor, the aggregate amount of such Investments shall not
exceed $5,000,000 at any time outstanding and as of the date of any such Investment and after giving effect thereto, no Default or Event of Default shall have
occurred and be continuing;
(e) loans and advances by any Borrower, Guarantor or Subsidiary to employees of such Borrower or Guarantor not to exceed the principal
amount of $3,000,000 in the aggregate at any time outstanding;

(f) stock or obligations issued to any Borrower, Guarantor or Subsidiary by any Person (or the representative of such Person) in respect of
Indebtedness of such Person owing to such Borrower or Guarantor in connection with the insolvency, bankruptcy, receivership or reorganization of such
Person or a composition or readjustment of the debts of such Person; provided, that, the original of any such stock or instrument evidencing such obligations
shall be promptly delivered to Agent, upon Agent’s request, together with such stock power, assignment or endorsement by such Borrower or Guarantor as
Agent may request;
(g) obligations of Account Debtors to any Borrower, Guarantor or Subsidiary arising from Accounts which are past due whether or not evidenced
by a promissory note made by such Account Debtor payable to such Borrower or Guarantor; provided, that, promptly upon the receipt of the original of any
such promissory note by such Borrower or Guarantor, such promissory note shall be endorsed to the order of Agent by such Borrower or Guarantor and
promptly delivered to Agent as so endorsed;
(h) loans by a Borrower or Guarantor or Subsidiary to another Borrower or Guarantor after the date hereof, provided, that,

(i) as to all of such loans, (A) the Indebtedness arising pursuant to any such loan shall not be evidenced by a promissory note or other
instrument, unless the single original of such note or other instrument is promptly delivered to Agent upon its request to hold
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as part of the Collateral, with such endorsement and/or assignment by the payee of such note or other instrument as Agent may require, (B) as of the date of
any such loan and after giving effect thereto, the Borrower or Guarantor making such loan shall be Solvent, and (C) as of the date of any such loan and after
giving effect thereto, no Default or Event of Default shall have occurred and be continuing, and

(ii) as to loans by a Guarantor or Subsidiary to a Borrower, (A) the Indebtedness arising pursuant to such loan shall be subject to, and
subordinate in right of payment to, the right of Agent and Lenders to receive the prior final payment and satisfaction in full of all of the Obligations on terms
and conditions reasonably acceptable to Agent, (B) promptly upon Agent’s request, Agent shall have received a subordination agreement, in form and
substance reasonably satisfactory to Agent, providing for the terms of the subordination in right of payment of such Indebtedness of such Borrower to the
prior final payment and satisfaction in full of all of the Obligations, duly authorized, executed and delivered by such Guarantor and such Borrower, and
(C) such Borrower shall not, directly or indirectly make, or be required to make, any payments in respect of such Indebtedness owing to any Subsidiary that
is not a Borrower or Guarantor prior to the end of the then current term of this Agreement.
(i) the loans and advances set forth on Schedule 9.10 hereto; provided, that, as to such loans and advances, Borrowers and Guarantors shall not,
directly or indirectly, amend, modify, alter or change the terms of such loans and advances or any agreement, document or instrument related thereto and
Borrowers and Guarantors shall furnish to Agent all notices or demands in connection with such loans and advances either received by any Borrower or
Guarantor or on its behalf, promptly after the receipt thereof, or sent by any Borrower or Guarantor or on its behalf, concurrently with the sending thereof, as
the case may be;

(j) investments or loans by a Borrower or Guarantor in or to a Subsidiary of Parent that is not a Borrower or Guarantor, provided, that all of the
conditions set forth in Section 9.11(d) are satisfied with respect to such investment as if such investment or loan were the payment of a cash dividend;
(k) Permitted Acquisitions;
(l) [Reserved.]

(m) loans and advances by any Foreign Subsidiary to any other Foreign Subsidiary;

(n) Investments by any Subsidiary of Parent in any Foreign Subsidiary of Parent, or acquisitions by any Subsidiary of Parent of any foreign
Acquired Business, provided, that (i) the aggregate outstanding amount of all such Investments (valued at cost) shall not exceed $10,000,000 at any time (in
each case determined without regard to any write-downs or write offs), and (ii) at the time of making any such Investment and immediately after giving effect
thereto no Event of Default shall have occurred and be continuing; and
(o) other Investments by Borrowers and Guarantors and their Subsidiaries not otherwise permitted pursuant to subsections (a) through (m) of this
Section 9.10 , provided, that, (i) the aggregate outstanding amount of all such Investments (valued at cost) shall not exceed
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$1,000,000 at any time (in each case determined without regard to any write-downs or write offs), and (ii) at the time of making any such Investment and
immediately after giving effect thereto no Event of Default shall have occurred and be continuing.

9.11 Dividends and Redemptions . Each Borrower and Guarantor shall not, directly or indirectly, declare or pay any dividends on account of any
shares of class of any Capital Stock of such Borrower or Guarantor now or hereafter outstanding, or set aside or otherwise deposit or invest any sums for
such purpose, or redeem, retire, defease, purchase or otherwise acquire any shares of any class of Capital Stock (or set aside or otherwise deposit or invest
any sums for such purpose) for any consideration or apply or set apart any sum, or make any other distribution (by reduction of capital or otherwise) in
respect of any such shares or agree to do any of the foregoing, except that:
(a) any Borrower or Guarantor may declare and pay such dividends or redeem, retire, defease, purchase or otherwise acquire any shares of any
class of Capital Stock for consideration in the form of shares of Capital Stock (other than capital stock described in clause (e) of the definition of
“Indebtedness”;

(b) Borrowers and Guarantors may pay dividends or make distributions in respect of payments permitted in Section 9.12 below (other than
clause (b)(iii) thereof);
(c) any Subsidiary of a Borrower or Guarantor may pay dividends or make distributions (directly or indirectly) to a Borrower or Guarantor;
(d) Vitamin Shoppe may pay cash dividends to Parent (or such other Person that owns, directly or indirectly, 100% of the Capital Stock of
Vitamin Shoppe) (and Parent or such other Person may in turn, and in a like amount pay cash dividends to its shareholders) from legally available funds
therefor, provided, that,
(i) so long as the Senior Secured Notes are outstanding, Agent shall have received a certificate of the chief financial officer or chief
executive officer of Administrative Borrower certifying to Agent and Lenders that the conditions set forth in Section 4.07 of the Senior Secured Note Indenture
(as in effect on the date hereof) with respect to the making of a Restricted Payment (as such term is defined in the Senior Secured Note Indenture) have been

satisfied,
(ii) so long as the Senior Secured Notes are outstanding and if the scheduled maturity date for repayment of principal owing under the
Senior Secured Notes is less than 366 days from the date of such dividend payment, Agent shall have received a certificate (together with evidence
demonstrating compliance with such calculation in form reasonably acceptable to Agent) of the chief financial officer or chief executive officer of
Administrative Borrower certifying to Agent and Lenders that (1) the sum of the then outstanding balance and all other obligations owing under the Senior
Secured Notes shall be less than the sum of (A) Borrowers’ then available cash and Cash Equivalents plus (B) Excess Availability (but only to the extent that
Borrowers are permitted to borrow such amount at such time under the terms of this Agreement including, without limitation, Section 4.2 hereof) and
(2) prepayment in full of
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the Senior Secured Notes would be permitted under Section 9.24 at such time calculated after giving effect to any dividend payments to be made on such date,

(iii) Excess Availability (based on the most recent calculation of the Borrowing Base prior to the date of such dividend) is not less than

$20,000,000,
(iv) no Default or Event of Default shall have occurred and be continuing as of the date of any such payment and after giving effect to

such payment,
(e) Borrowers and Guarantors may repurchase (or may pay dividends or make distributions to Parent to permit Parent to so repurchase) Capital
Stock of Parent (or such other Person that owns, directly or indirectly, 100% of the Capital Stock of Vitamin Shoppe) consisting of common stock held by
current or former employees, directors and officers pursuant to any employee stock ownership or option plan thereof or pursuant to any employment or
consulting arrangement or equity subscription agreement, shareholders agreement or similar agreement, provided, that, as to any such repurchase permitted
under this Section 9.11(e), each of the following conditions is satisfied: (i) as of the date of the payment for such repurchase and after giving effect thereto, no
Default or Event of Default shall have occurred and be continuing, (ii) such repurchase shall be paid with funds legally available therefor, (iii) such
repurchase shall not violate any law or regulation or the terms of any indenture, agreement or undertaking to which such Borrower or Guarantor is a party or
by which such Borrower or Guarantor or its or their property are bound, and (iv) the aggregate amount of all payments for such repurchases in any calendar
year shall not exceed the sum of (A) (x) for the period from the Closing Date to December 31, 2011, $1,000,000, and (y) for each calendar year thereafter
$1,000,000 plus any amount specified in clause (A)(x) not used in such period being carried forward to the 2012 calendar year (with such amounts specified
in this clause (A)(y) for any calendar year not used in such calendar year being carried forward to the next calendar year), provided, that, on the date of any
such repurchase and after giving effect thereto, Excess Availability is not less than $10,000,000 based on the most recent calculation of the Borrowing Base),
plus (B) the sum of (1) the amount received in cash from substantially contemporaneous sales of Capital Stock of Parent to other Persons during such
calendar year plus (2) the cash proceeds of key man life insurance received by Borrowers during such calendar year, plus (C) if, at the time of such
repurchase, Excess Availability is not less than $10,000,000 based on the most recent calculation of the Borrowing Base immediately prior to and after giving
effect to such repurchase, $1,500,000 in any calendar year (with such amounts not used in any calendar year being carried forward to the next calendar year),
and

(f) Parent may declare or pay any cash dividends from legally available funds of Parent therefor on account of any shares of class of any Capital
Stock of Parent now or hereafter outstanding, or redeem, retire, defease repurchase or otherwise acquire any shares of Capital Stock, or set aside or otherwise
deposit or invest any sums for such purpose, provided, that, as of the date of the payment of any cash dividend and after giving effect thereto, no Event of
Default shall have occurred and be continuing.
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9.12 Transactions with Affiliates . Each Borrower and Guarantor shall not, directly or indirectly:
(a) purchase, acquire or lease any property from, or sell, transfer or lease any property or provide services to, any officer, director or other
Affiliate of such Borrower or Guarantor (other than another Borrower or Guarantor), except:
(i) in the ordinary course of (except with respect to transactions permitted under Sections 9.7 , 9.8, 9.9, 9.10 or 9.11) and pursuant to the
reasonable requirements of such Borrower’s or Guarantor’s business (as the case may be) and upon fair and reasonable terms no less favorable to such
Borrower or Guarantor than such Borrower or Guarantor would obtain in a comparable arm’s length transaction with an unaffiliated Person;

(ii) transactions permitted under Section 9.7(a) hereof;

(iii) transactions permitted by Section 9.12(b) hereof;
(iv) transactions (A) between any Borrower and/or Guarantor and any other Borrower and/or Guarantor and (B) between any Foreign
Subsidiary and any other Foreign Subsidiary, provided, that, in each case such transaction is in accordance with the terms of this Agreement and the other
Financing Agreements;

(v) any Indebtedness permitted by Section 9.9(c) , (d), and (o);

(vi) any Investments in a Subsidiary, or joint venture permitted by Section 9.10 ; and

(vii) issuances of Capital Stock.
(b) make any payments (whether by dividend, loan or otherwise) of management, consulting or other fees for management or similar services, or
of any Indebtedness owing to any officer, employee, shareholder, director or any other Affiliate of such Borrower or Guarantor, except
(i) reasonable compensation to officers, employees and directors for services rendered to such Borrower or Guarantor and reimbursement
of expenses in the ordinary course of business of such Borrower or Guarantor;

(ii) payments by any such Borrower or Guarantor to Parent (or such other Person that owns, directly or indirectly, 100% of the Capital
Stock of Vitamin Shoppe) for actual and necessary reasonable out-of-pocket legal and accounting, insurance, marketing, payroll and similar types of services
paid for by Parent on behalf of such Borrower or Guarantor, in the ordinary course of their respective businesses or as the same may be directly attributable to
such Borrower or Guarantor, provided, that, the aggregate amount of all such payments in any fiscal year shall not exceed $1,000,000;
(iii) for the payment of taxes (then owing by Parent or such other Person that owns, directly or indirectly, 100% of the Capital Stock of
Vitamin Shoppe) by or on
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behalf of Parent or such other Person that owns, directly or indirectly, 100% of the Capital Stock of Vitamin Shoppe;
(iv) [Reserved.];
(v) [Reserved ];

(vi) payments permitted under Section 9.11 hereof; and
(vii) payments permitted under Section 9.24 hereof.

9.13 Compliance with ERISA . Except as could not reasonably be expected to have a Material Adverse Effect, each Borrower and Guarantor shall, and
shall with respect to any Plan cause each of its ERISA Affiliates, to: (a) maintain each Plan in compliance in all material respects with the applicable
provisions of ERISA, the Code and other Federal and State law; (b) cause each Plan which is qualified under Section 401(a) of the Code to maintain such
qualification; (c) not terminate any Plan so as to incur any material liability to the Pension Benefit Guaranty Corporation; (d) not allow or suffer to exist any
non-exempt “ prohibited transaction ” (within the meaning of Section 4975 of the Code) which would be reasonably likely to subject Borrower or any ERISA
Affiliate to a material tax or penalty or other liability on prohibited transactions imposed under Section 4975 of the Code or ERISA; (e) make all required
contributions to any Plan under Section 302 of ERISA, Section 412 of the Code or the terms of such Plan; (f) not allow or suffer to exist any “ accumulated
funding deficiency ” (as defined in Section 412 of the Code or Section 302 of ERISA), whether or not waived, with respect to any Plan; or (g) allow or suffer to
exist any occurrence of a “ reportable event ” (as defined in Section 4043(c) of ERISA or the regulations issued thereunder, except for any such event with respect
to which notice has been waived pursuant to applicable regulations) or any other event or condition which presents a material risk of termination by the
Pension Benefit Guaranty Corporation of any Plan that is a single employer plan, which termination could reasonably be expected to result in any material
liability to any Borrower or Guarantor.
9.14 End of Fiscal Years; Fiscal Quarters. Each Borrower and Guarantor shall, for financial reporting purposes, cause its, and each of its
Subsidiaries’ (a) fiscal year to end on the last Saturday of December of each year, and (b) the second fiscal quarter to begin on the day immediately succeeding
the last day of the thirteenth week after the last Saturday of December each fiscal year, and the third and fourth fiscal quarters to begin on the day immediately
succeeding the last day of the thirteenth week after the last day of the second and third fiscal quarters, respectively. In no event shall any Borrower or
Guarantor thereafter change its fiscal year.
9.15 Change in Business .
(a) Each Borrower and Guarantor shall not engage in any business other than the Permitted Business.
(b) Parent will not conduct, transact or otherwise engage in the commercial activities of an operating business; it being understood for the
avoidance of doubt that Parent may conduct, transact or otherwise engage in corporate, administrative and housekeeping
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activities of a public holding company including the direct or indirect ownership of Capital Stock of Borrowers or any other Subsidiary (including any
Subsidiary created or acquired in connection with a Permitted Acquisition) and any other matter incidental to its ownership of such Capital Stock, retaining
employees and consultants, holding annual and special meetings, making public filings, issuing financial statements, administering employee benefit and
other equity programs, maintaining directors and offices insurance, becoming liable with respect to Indebtedness (including the repayment thereof) and equity
(including the issuance and repurchase thereof), opening bank accounts, obtaining insurance, paying taxes and expenses and engaging counsel, auditors,
financial advisors and other agents and activities incidental to the foregoing, in each case to the extent not prohibited by the other provisions of this Agreement
and the other Loan Documents. Notwithstanding the forgoing, Parent may own Intellectual Property, have operations related to such ownership and may engage
in such other business activities as may be agreed to by Agent. Nothing in this clause (b) shall be construed to restrict Parent from issuing Capital Stock,
receiving capital contributions from Persons who are not Borrowers or Guarantors, or from applying the proceeds thereof to Investments in Borrowers or any
of their Subsidiaries, or otherwise permitted under Section 9.10 .

9.16 Limitation of Restrictions Affecting Subsidiaries . Each Borrower and Guarantor (other than Parent) shall not, directly, or indirectly, create or
otherwise cause or suffer to exist any encumbrance or restriction which prohibits or materially limits the ability of any Subsidiary of such Borrower or
Guarantor to (a) pay dividends or make other distributions or pay any Indebtedness owed to such Borrower or Guarantor or any Subsidiary of such Borrower
or Guarantor; (b) make loans or advances to such Borrower or Guarantor or any Subsidiary of such Borrower or Guarantor, (c) transfer any of its properties
or assets to such Borrower or Guarantor or any Subsidiary of such Borrower or Guarantor; or (d) create, incur, assume or suffer to exist any lien upon any of
its property, assets or revenues, whether now owned or hereafter acquired, other than encumbrances and restrictions arising under (i) applicable law, (ii) this
Agreement, (iii) customary provisions restricting subletting or assignment of any lease (or hypothecation thereof) governing a leasehold interest of such
Borrower or Guarantor or any Subsidiary of such Borrower or Guarantor, (iv) customary restrictions on dispositions of real property interests found in
reciprocal easement agreements of such Borrower or Guarantor or any Subsidiary of such Borrower or Guarantor, (v) any agreement relating to permitted
Indebtedness incurred by a Subsidiary of such Borrower or Guarantor prior to the date on which such Subsidiary was acquired by such Borrower or such
Guarantor and outstanding on such acquisition date, and (vi) the extension or continuation of contractual obligations in existence on the date hereof and
otherwise permitted hereunder; provided, that, any such encumbrances or restrictions contained in such extension or continuation are no less favorable to
Agent and Lenders than those encumbrances and restrictions under or pursuant to the contractual obligations so extended or continued, (vii) the Senior
Secured Note Indenture and any replacement or refinancing thereof in accordance with the terms hereof, (viii) any agreement related to an otherwise permitted
refinancing of Indebtedness permitted under the terms of this Agreement, and (ix) Indebtedness permitted to be incurred under the terms of this Agreement with
terms no more restrictive than those set forth herein.
9.17 Fixed Charge Coverage Ratio . Prior to the repayment in full of the Term Loans, Borrowers and Guarantors will not permit the Fixed Charge
Coverage Ratio as of the last day of any Test Period to be less than 1.25 to 1.00. After the Term Loan Maturity Date and only during
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any Compliance Period, Borrowers and Guarantors will not permit the Fixed Charge Coverage Ratio as of the last day of any Test Period (including the last
Test Period prior to the commencement of such Compliance Period for which financial statements for the month or fiscal year then ended have been (or have
been required to be) delivered pursuant to Section 9.6(a)(i) and Section 9.6(a)(ii) , as applicable), to be less than 1.10 to 1.00.

9.18 Credit Card Agreements . Each Borrower shall (a) observe and perform in all material respects all material terms, covenants, conditions and
provisions of the Credit Card Agreements to be observed and performed by it at the times set forth therein; and (b) not do or permit, suffer or refrain from
doing anything, as a result of which there could be a default or breach of any of the terms of the Credit Card Agreements and at all times maintain in full force
and effect the Credit Card Agreements and not terminate, cancel, surrender, modify, amend, waive or release any of the Credit Card Agreements, or consent to
or permit to occur any of the foregoing; except, that, (i) any Borrower may terminate or cancel any of the Credit Card Agreements in the ordinary course of the
business of such Borrower; provided, that, such Borrower shall give Agent not less than ten (10) days prior written notice of its intention to so terminate or
cancel any of the Credit Card Agreements; (c) not enter into any new Credit Card Agreements with any new Credit Card Issuer unless (i) Agent shall have
received not less than ten (10) days prior written notice of the intention of such Borrower to enter into such agreement (together with such other information with
respect thereto as Agent may reasonably request) and (ii) such Borrower delivers, or causes to be delivered to Agent, a Credit Card Acknowledgment in favor
of Agent, (d) give Agent prompt written notice of any Credit Card Agreement or material amendment or other material modification of any Credit Card
Agreement entered into by such Borrower after the date hereof, together with a true, correct and complete copy thereof and such other information with respect
thereto as Agent may reasonably request; (e) furnish to Agent, promptly upon the request of Agent, such material information and evidence as Agent may
require from time to time concerning the observance, performance and compliance by such Borrower or the other party or parties thereto with the terms,
covenants or provisions of the Credit Card Agreements, and (f) not modify in any material respect any payment instruction given by Agent to any Credit Card
Issuer or Credit Card Processor provided for in any Credit Card Acknowledgment to the extent given in accordance with the terms thereof or otherwise direct
the remittance of payments under any Credit Card Agreement to any account other than the Blocked Accounts.
9.19 License Agreements .
(a) Except as could not reasonably be expected to have a Material Adverse Effect, Borrower shall (i) promptly and faithfully observe and perform
all of the material terms, covenants, conditions and provisions of the material License Agreements to which it is a party to be observed and performed by it, at
the times set forth therein, if any, (ii) not do, permit, suffer or refrain from doing anything that could reasonably be expected to result in a default under or
breach of any of the terms of any material License Agreement, (iii) not cancel, surrender, modify, amend, waive or release any material License Agreement in
any material respect or any term, provision or right of the licensee thereunder in any material respect, or consent to or permit to occur any of the foregoing;
except, that, subject to Section 9.19(b) below, Borrower may cancel, surrender or release any material License Agreement in the ordinary course of the
business of Borrower, (iv) give Agent prompt written notice of any material License Agreement
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(other than Promotional Agreements or licenses by a Borrower, Guarantor or any of their Subsidiaries to a private label manufacturer entered into in the
ordinary course of business for the production of Inventory on behalf of a Borrower or “click through” licenses to website hosts or providers in connection
with on-line purchasing or licenses to a Borrower by a customer to use such customer’s trademarks or service marks for purposes of goods or services
provided by such Borrower to or for such customer or licenses for commercially available off the shelf software) entered into by any Borrower, Guarantor or
any of their Subsidiaries after the date hereof, together with (A) either (x) a description of such License Agreement listing the Intellectual Property subject
thereto, the name and address of the parties thereto, the term of the license arrangement and the products and territory subject to such license, or (y) a true,
correct and complete copy of such License Agreement, and (B) such other information with respect thereto as Agent may reasonably request (subject to any
obligation of confidentiality contained therein), (v) give Agent prompt written notice of any notice of default sent to another party to a material License
Agreement by Borrower of any material breach of any obligation, or any default, by any party under any material License Agreement, and deliver to Agent
(promptly upon the receipt thereof by Borrower in the case of a notice to Borrower and concurrently with the sending thereof in the case of a notice from
Borrower) a copy of each notice of default and every other notice and other communication received or delivered by Borrower in connection with any material
License Agreement which relates to the right of Borrower to continue to use the property subject to such License Agreement, and (vi) furnish to Agent, promptly
upon the request of Agent, such information and evidence as Agent may reasonably require from time to time concerning the observance, performance and
compliance by Borrower or the other party or parties thereto with the material terms, covenants or provisions of any material License Agreement.
(b) Except as could not reasonably be expected to have a Material Adverse Effect, each Borrower will either exercise any option to renew or extend
the term of each material License Agreement to which it is a party in such manner as will cause the term of such material License Agreement to be effectively
renewed or extended for the period provided by such option.

9.20 Foreign Assets Control Regulations, Etc . None of the requesting or borrowing of the Loans or the requesting or issuance, extension or renewal
of any Letter of Credit or the use of the proceeds of any thereof will violate the Trading With the Enemy Act (50 U.S.C. §1 et seq., as amended) (the
“Trading With the Enemy Act ”) or any of the foreign assets control regulations of the United States Treasury Department (31 C.F.R., Subtitle B,
Chapter V, as amended) (the “Foreign Assets Control Regulations ”) or any enabling legislation or executive order relating thereto (including, but not
limited to (a) Executive order 13224 of September 21, 2001 Blocking Property and Prohibiting Transactions With Persons Who Commit, Threaten to
Commit, or Support Terrorism (66 Fed. Reg. 49079 (2001)) (the “ Executive Order ”) and (b) the Uniting and Strengthening America by Providing
Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (Public Law 107-56). None of Borrowers or any of their Subsidiaries or
other Affiliates (other than an IPC Affiliate) is or will become a “ blocked person ” as described in the Executive Order, the Trading with the Enemy Act or
the Foreign Assets Control Regulations or engages or will engage in any dealings or transactions, or be otherwise associated, with any such “blocked
person”.
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9.21 After Acquired Real Property . If any Borrower or Guarantor hereafter acquires fee simple title to any Real Property, such Real Property and related
fixtures or other property is adjacent to, contiguous with or necessary or related to or used in connection with any Real Property then subject to a mortgage in
favor of Agent, or if such Real Property is not adjacent to, contiguous with or related to or used in connection with such Real Property, then if such Real
Property, at any location (or series of adjacent, contiguous or related locations, and regardless of the number of parcels) has a fair market value in an amount
equal to or greater than $1,000,000 (or if a Default or Event of Default has occurred and is continuing, then regardless of the fair market value of such assets),
and excluding any Real Property subject to a lien permitted under Sections 9.8(e) and 9.8(l) hereof, without limiting any other rights of Agent or any Lender,
or duties or obligations of any Borrower or Guarantor, promptly as reasonably practical upon Agent’s request, such Borrower or Guarantor shall execute and
deliver to Agent a mortgage, deed of trust or deed to secure debt, as Agent may determine, in form and substance reasonably satisfactory to Agent and in form
appropriate for recording in the real estate records of the jurisdiction in which such Real Property or other property is located granting to Agent a first lien and
mortgage on and security interest in such Real Property, fixtures or other property (except for liens permitted under Section 9.8 hereof) or as otherwise
consented to in writing by Agent) and such other agreements, documents and instruments as Agent may reasonably require in connection therewith.
9.22 Costs and Expenses . Borrowers and Guarantors shall pay to Agent on demand all costs, expenses, filing fees and taxes paid or payable in
connection with the preparation, negotiation, execution, delivery, recording, syndication, administration, collection, liquidation, enforcement and defense of
the Obligations, Agent’s rights in the Collateral, this Agreement, the other Financing Agreements and all other documents related hereto or thereto, including any
amendments, supplements or consents which may hereafter be contemplated (whether or not executed) or entered into in respect hereof and thereof, including:
subject to Section 6.5(b) (a) all costs and expenses of filing or recording (including UCC and PPSA financing statement filing taxes and fees, documentary
taxes, intangibles taxes and mortgage recording taxes and fees, if applicable); (b) costs and expenses and fees for insurance premiums, environmental audits,
title insurance premiums, surveys, assessments, engineering reports and inspections, appraisal fees and search fees, background checks, costs and expenses
of remitting loan proceeds, collecting checks and other items of payment, and establishing and maintaining the Blocked Accounts, together with Agent’s
customary charges and fees with respect thereto; (c) charges, fees or expenses charged by any Issuing Bank in connection with any Letter of Credit; (d) costs
and expenses of preserving and protecting the Collateral; (e) costs and expenses paid or incurred in connection with obtaining payment of the Obligations,
enforcing the security interests and liens of Agent, selling or otherwise realizing upon the Collateral, and otherwise enforcing the provisions of this Agreement
and the other Financing Agreements or defending any claims made or threatened against Agent or any Lender arising out of the transactions contemplated
hereby and thereby (including preparations for and consultations concerning any such matters); (f) after an Event of Default has occurred and is continuing,
reasonable attorneys’ fees of any Lender incurred in connection with obtaining payment of the Obligations, enforcing the security interests and liens of Agent,
selling or otherwise realizing upon the Collateral, and otherwise enforcing the provisions of this Agreement and the other Financing Agreements or defending
any claims made or threatened against Agent or any Lender arising out of the transactions contemplated hereby and thereby (including preparations for and
consultations concerning any
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such matters); (g) all out-of-pocket expenses and costs heretofore and from time to time hereafter incurred by Agent during the course of periodic field
examinations of the Collateral and such Borrower’s or Guarantor’s operations, plus a per diem charge at Agent’s then standard rate for Agent’s examiners in the
field and office (which rate as of the date hereof is $850 per person per day) provided, that, no more than two (2) periodic field exams, at Borrower’s expense,
will be conducted in any consecutive twelve (12) month period prior to the occurrence of an Event of Default or the commencement of a Compliance Period;
and (h) the reasonable fees and disbursements of counsel (including legal assistants) to Agent in connection with any of the foregoing.

9.23 Further Assurances .
(a) In the case of the formation or acquisition by a Borrower or Guarantor of any Subsidiary (other than a Foreign Subsidiary) after the date
hereof, as to any such Subsidiary, (i) the Borrower or Guarantor forming such Subsidiary shall cause any such Subsidiary to execute and deliver to Agent,
the following (each in form and substance reasonably satisfactory to Agent), (A) an absolute and unconditional guarantee of payment of the Obligations in the
form of the Guarantees, (B) a security agreement substantially in the form of the security provisions herein granting to Agent a first security interest and lien
(except as otherwise consented to in writing by Agent) upon all of the assets of any such Subsidiary to the extent such assets constitute Collateral hereunder
and subject to and in accordance with the terms hereof, and (C) such other agreements, documents and instruments as Agent may require in connection with
the documents referred to above in order to make such Subsidiary a party to this Agreement as a “ Borrower ” (to the extent directly or indirectly wholly owned
by Parent) or as a “ Guarantor ” as Agent may determine, including, but not limited to, supplements and amendments hereto, authorization to file UCC and
PPSA financing statements, Collateral Access Agreements (subject to the requirements of Section 9.2 hereof) and other consents, waivers, acknowledgments
and other agreements from third persons which Agent may deem necessary or desirable in order to permit, protect and perfect its security interests in and liens
upon the assets purchased, corporate resolutions and other organization and authorizing documents of such Person, and favorable opinions of counsel to such
person and (ii) the Borrower or Guarantor forming such Subsidiary shall (A) execute and deliver to Agent, a supplement to this Agreement to which it is a
party, in form and substance reasonably satisfactory to Agent, granting to Agent a first pledge of and lien on all of the issued and outstanding shares of
Capital Stock of any such Subsidiary (but no more than 65% of the Voting Stock of any Foreign Subsidiary), and (B) deliver the original stock certificates
evidencing such shares of Capital Stock (or such other evidence as may be issued in the case of a limited liability company), together with stock powers with
respect thereto duly executed in blank (or the equivalent thereof in the case of a limited liability company in which such interests are certificated, or otherwise
take such actions as Agent shall require with respect to Agent’s security interests therein).
(b) In the case of an acquisition of assets (other than Capital Stock and Real Property) by a Borrower or Guarantor after the date hereof, Agent
shall have received, in form and substance reasonably satisfactory to Agent, (i) evidence that Agent has valid and perfected security interests in and liens upon
all purchased assets to the extent such assets constitute Collateral hereunder and subject to and in accordance with the terms hereof, and (ii) subject to
Section 9.2 hereof, all Collateral Access Agreements and other consents, waivers,
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acknowledgments and other agreements from third persons which Agent may deem necessary or desirable in order to permit, protect and perfect its security
interests in and liens upon the assets purchased, (iii) in the case of a Material Permitted Acquisition, at the option of Agent, the agreement of the seller
consenting to the collateral assignment by the Borrower or Guarantor purchasing such assets of all rights and remedies and claims for damages of such
Borrower or Guarantor relating to the Collateral (including, without limitation, any bulk sales indemnification) under the agreements, documents and
instruments relating to such acquisition and (iv) such other agreements, documents and instruments as Agent may require in connection with the documents
referred to above, including, but not limited to, supplements and amendments hereto, corporate resolutions and other organization and authorizing documents
and favorable opinions of counsel to such person.

(c) At the request of Agent at any time and from time to time, Borrowers and Guarantors shall, at their expense, duly execute and deliver, or cause
to be duly executed and delivered, such further agreements, documents and instruments, and do or cause to be done such further acts as may be necessary or
proper to evidence, perfect, maintain and enforce the security interests and the priority thereof in the Collateral and to otherwise effectuate the provisions or
purposes of this Agreement or any of the other Financing Agreements. Agent may at any time and from time to time request a certificate from an officer of any
Borrower or Guarantor representing that all conditions precedent to the making of Revolving Loans and providing Letters of Credit contained herein are
satisfied. In the event of such request by Agent, Agent and Lenders may, at Agent’s option, cease to make any further Revolving Loans or provide any further
Letters of Credit until Agent has received such certificate and, in addition, Agent has determined that such conditions are satisfied.

9.24 Permitted Payments of Indebtedness . No Borrower and no Guarantor will, nor will it permit any Subsidiary to, make, directly or indirectly, any
payment or other distribution (whether in cash, Securities or other property) of or in respect of principal of or interest on any Indebtedness (other than
Indebtedness between any Borrower or Guarantor and Indebtedness permitted under Sections 9.9(j) , 9.9(k), or 9.9(m), or any payment or other distribution
(whether in cash, Securities or other property), including any sinking fund or similar deposit, on account of the purchase, redemption, retirement,
acquisition, cancellation or termination of any such Indebtedness, except:
(a) payment of Indebtedness created under the Financing Agreements;

(b) payment of regularly scheduled interest and principal payments as and when due in respect of any Indebtedness permitted under Section 9.9 ,
other than payments in respect of the subordinated Indebtedness prohibited by the subordination provisions thereof;
(c) refinancings of Indebtedness to the extent permitted by Section 9.9(p) ;

(d) payment of secured Indebtedness permitted under Section 9.9 that becomes due as a result of any sale or transfer of, or casualty,
condemnation or taking with respect to, the property or assets securing such Indebtedness;
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(e) optional prepayments of Indebtedness (other than with respect to the Senior Secured Notes and Permitted Subordinated Indebtedness);
provided, that (A) Excess Availability is less than $10,000,000 after giving effect to such prepayment, the Fixed Charge Coverage Ratio, calculated as of the
last Test Period prior to the date of such prepayment for which financial statements for the month or fiscal year then ended have been (or have been required to
be) delivered pursuant to Section 9.6(a)(i) and Section 9.6(a)(ii) , as applicable), is not less than 1.10 to 1.00, and (B) no Default or Event of Default shall
have occurred and be continuing as of the date of such prepayment.
(f) optional prepayments of the Senior Secured Notes (subject to the terms of the Intercreditor Agreement) made within sixty (60) days of receipt of
net proceeds of any equity contribution after the date hereof permitted under Section 9.7 hereof provided, that, upon the making of any such redemption with
the net proceeds of such contribution, (A) Excess Availability shall have been not less than $10,000,000 immediately prior to and immediately after giving
effect to such prepayment and application of the net proceeds of such equity contribution, based on the most recent calculation of the Borrowing Base prior to
the date of such prepayment, and (B) no Default or Event of Default shall have occurred and be continuing as of the date of such redemption or after giving
effect thereto;
(g) optional prepayments of the Senior Secured Notes (subject to the terms of the Intercreditor Agreement) so long as:

(i) the Senior Secured Notes are outstanding, Agent shall have received a certificate of the chief financial officer or chief executive officer of
Administrative Borrower certifying to Agent and Lenders that the conditions set forth in Section 4.07 of the Senior Secured Note Indenture (as in effect on the
date hereof) with respect to the making of a Restricted Payment (as such term is defined in the Senior Secured Note Indenture) have been satisfied,

(ii) Excess Availability (based on the most recent calculation of the Borrowing Base prior to the date of such prepayment) is (A) greater
than $25,000,000, as of the date of such prepayment and after giving effect to such prepayment and immediately prior to such prepayment or (B) is greater
than $10,000,000, as of the date of such prepayment and after giving effect to such prepayment and immediately prior to such prepayment, and the Rent
Adjusted Fixed Charge Coverage Test calculated as of the most recently ended month for which financial statements have been (or have been required to be)
delivered under Section 9.6(a)(i) is satisfied after giving pro forma effect to such prepayment as of the first day of the relevant Test Period; and

(iii) no Default or Event of Default has occurred and is continuing or would result after giving effect to such prepayment; and
(h) optional prepayments of Permitted Subordinated Indebtedness (subject to the terms of an intercreditor subordination agreement in form and
substance acceptable to Agent in its sole discretion) so long as:
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(i) Excess Availability (based on the most recent calculation of the Borrowing Base prior to the date of such prepayment) is (A) greater
than $25,000,000, as of the date of such prepayment and after giving effect to such prepayment and immediately prior to such prepayment or (B) is greater
than $10,000,000, as of the date of such prepayment and after giving effect to such prepayment and immediately prior to such prepayment, and the Rent
Adjusted Fixed Charge Coverage Test calculated as of the most recently ended month for which financial statements have been (or have been required to be)
delivered under Section 9.6(a)(i) is satisfied after giving pro forma effect to such prepayment as of the first day of the relevant Test Period; and

(ii) no Default or Event of Default has occurred and is continuing or would result after giving effect to such prepayment.

SECTION 10. EVENTS OF DEFAULT AND REMEDIES
10.1 Events of Default . The occurrence or existence of any one or more of the following events are referred to herein individually as an “ Event of
Default”, and collectively as “ Events of Default ”:
(a)(i) any Borrower fails to make any principal payment after the same becomes due and payable, or any Borrower fails to pay any of the other
Obligations (other than with respect to principal payments) within two (2) Business Days after the same becomes due and payable or (ii) any Borrower or
Guarantor fails to perform any of the covenants contained in Sections 9.1(a) , 9.2, 9.3, 9.4, 9.5, 9.7, 9.11, 9.13, 9.16, 9.18, 9.20 and 9.22 of this
Agreement and such failure shall continue for fifteen (15) Business Days; provided, that, such fifteen (15) Business Day period shall not apply in the case
of: (A) any failure to observe any such covenant which is not capable of being cured at all or within such fifteen (15) Business Day period or which has been
the subject of a prior failure within a six (6) month period or (B) an intentional breach by Borrower or any Guarantor of any such covenant or (iii) any
Borrower or Guarantor fails to perform any of the terms, covenants, conditions or provisions contained in this Agreement or any of the other Financing
Agreements other than those described in Sections 10.1(a)(i) and 10.1(a)(ii) above and such failure shall continue for thirty (30) Business Days; provided,
that, such thirty (30) Business Day period shall not apply in the case of: (A) any failure to observe any such covenant which is not capable of being cured at
all or within such thirty (30) Business Day period or which has been the subject of a prior failure within a six (6) month period or (B) an intentional breach by
any Borrower or such Guarantor of any such covenant;
(b) any representation, warranty or statement of fact made by any Borrower or Guarantor to Agent in this Agreement, the other Financing
Agreements or any other written agreement, schedule, confirmatory assignment or otherwise shall when made or deemed made be false or misleading in any
material respect;
(c) any Guarantor revokes or terminates or attempts to revoke or terminate any guarantee in favor of Agent or any Lender;
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(d) any judgment for the payment of money is rendered against any Borrower or Guarantor in excess of $1,000,000 in any one case or in excess of
$2,000,000 in the aggregate (to the extent not covered by insurance) and shall remain undischarged or unvacated for a period in excess of thirty (30) days or
execution shall at any time not be effectively stayed, or any judgment other than for the payment of money, or injunction, attachment, garnishment or execution
is rendered against any Borrower or Guarantor which could reasonably be expected to result in a Material Adverse Effect or involves Collateral having a value
in excess of $1,000,000;

(e) other than as expressly permitted in this Agreement, any Guarantor which is a partnership, limited liability company, limited liability
partnership or a corporation, dissolves or suspends or discontinues doing business;
(f) any Borrower or Guarantor makes a general assignment for the benefit of creditors, makes or sends notice of a bulk transfer or calls a meeting
of its creditors or principal creditors in connection with a moratorium or adjustment of the Indebtedness due to them;
(g) a case or proceeding under the bankruptcy laws of the United States of America now or hereafter in effect or under any insolvency,
reorganization, receivership, readjustment of debt, dissolution or liquidation law or statute of any jurisdiction now or hereafter in effect (whether at law or in
equity) is filed against any Borrower or Guarantor or all or any part of its properties and such petition or application is not dismissed within sixty (60) days
after the date of its filing or any Borrower or Guarantor by corporate action shall file any answer admitting or not contesting such petition or application or
indicates its consent to, acquiescence in or approval of, any such action or proceeding or the relief requested is granted sooner;

(h) a case or proceeding under the bankruptcy laws of the United States of America now or hereafter in effect or under any insolvency,
reorganization, receivership, readjustment of debt, dissolution or liquidation law or statute of any jurisdiction now or hereafter in effect (whether at a law or
equity) is filed by any Borrower or Guarantor or for all or any part of its property;
(i)(i) any default in respect of any Indebtedness of any Borrower or Guarantor (other than Indebtedness owing to Agent and Lenders hereunder),
including without limitation the Indebtedness evidenced by the Senior Secured Notes and the other Senior Secured Note Documents, in any case in an amount
in excess of $2,500,000, which default continues for more than the applicable cure period, if any, with respect thereto, or (ii) any default by any Borrower or
Guarantor under any Material Contract shall occur which default continues for more than the applicable grace period, if any and which could reasonably be
expected to have a Material Adverse Effect, and such default is not waived in writing by the other parties thereto;
(j) any material provision hereof or of any of the other Financing Agreements shall for any reason cease to be valid, binding and enforceable with
respect to any party hereto or thereto (other than Agent) in accordance with its terms, or any such party shall challenge the enforceability hereof or thereof, or
shall assert in writing, or take any action or fail to take any action based on the assertion that any provision hereof or of any of the other Financing Agreements
has ceased to be or is otherwise not valid, binding or enforceable in accordance with its terms, or any security interest provided for herein or in any of the other
Financing
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Agreements shall cease to be a valid and perfected (subject to liens permitted hereunder) first priority security interest in any of the Collateral purported to be
subject thereto (except as otherwise permitted herein or therein);

(k) an ERISA Event shall occur which results in liability of any Borrower or Guarantor in an amount which could reasonably be expected to have
a Material Adverse Effect;

(l) any Change of Control;
(m) the indictment by any Governmental Authority of any Borrower or Guarantor or Agent receives notice, in either case, as to which there is a
significant possibility of an adverse determination, in the good faith determination of Agent, under any criminal statute, or commencement of criminal or civil
proceedings against such Borrower or Guarantor, pursuant to which statute or proceedings the penalties or remedies sought or available include forfeiture of
(i) any of the Collateral having a value in excess of $1,000,000 (which amount shall not be deemed to be an acknowledgement by the parties, or otherwise
imply, that such amount is a threshold or otherwise a reference amount for purposes of triggering a Material Adverse Effect) or (ii) any other property of any
Borrower or Guarantor which is necessary or material to the conduct of its business and which indictment or proceeding, in Agent’s reasonable judgment, has
had, or could reasonably be expected to have, a Material Adverse Effect;

(n) any Credit Card Issuer or Credit Card Processor (i) withholds payment of amounts otherwise payable to any Borrower or Guarantor to fund a
reserve account or otherwise hold as collateral, or shall require any Borrower or Guarantor to pay funds into a reserve account or for such Credit Card Issuer
or Credit Card Processor to otherwise hold as collateral, or any Borrower or Guarantor shall provide a letter of credit to or in favor of such Credit Card Issuer
or Credit Card Processor such that in the aggregate all of such funds in the reserve account, other amounts held as collateral and the amount of such letters of
credit shall exceed an aggregate for all Borrowers and Guarantors of $3,500,000, or (ii) shall debit or deduct any amounts from any Deposit Account of any
Borrower or Guarantor or (iii) shall send notice to a Borrower or Guarantor that it is ceasing to make or suspending payments to such Borrower or Guarantor
of amounts due or to become due to any Borrower or Guarantor or (iv) shall send notice to any Borrower that it is terminating its arrangements with such
Borrower or Guarantor or such arrangements, except where (A) the loss of services by a Credit Card Issuer or Credit Card Processor would not result in nonpayment of amounts due to any Borrower or could not reasonably be expected to cause a Material Adverse Effect or (B) such Borrower or Guarantor shall have
entered into arrangements with another Credit Card Issuer or Credit Card Processor, as the case may be, within forty-five (45) days after the date of any such
notice; or
(o) there shall be a Major Material Adverse Change after the date hereof; or

(p) there shall be a breach or default by Senior Secured Note Trustee, or any Borrower or any Guarantor under the Intercreditor Agreement and
such breach or default shall continue for ten (10) Business Days; provided, that, such ten (10) Business Day period shall not apply in the case of (i) any
breach or default which is not capable of being cured at all or within such ten (10) Business Day period or which has been the subject of a prior breach or
default
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within a six (6) month period or (ii) an intentional breach or default by the Senior Secured Note Trustee or any Borrower or Guarantor thereunder.

10.2 Remedies.
(a) At any time an Event of Default exists or has occurred and is continuing, Agent and Lenders shall have all rights and remedies provided in
this Agreement, the other Financing Agreements, the UCC, PPSA, and other applicable law, all of which rights and remedies may be exercised without notice
to or consent by any Borrower or Guarantor, except as such notice or consent is expressly provided for hereunder or required by applicable law. All rights,
remedies and powers granted to Agent and Lenders hereunder, under any of the other Financing Agreements, the UCC, PPSA or other applicable law, are
cumulative, not exclusive and enforceable, in Agent’s discretion, alternatively, successively, or concurrently on any one or more occasions, and shall include,
without limitation, the right to apply to a court of equity for an injunction to restrain a breach or threatened breach by any Borrower or Guarantor of this
Agreement or any of the other Financing Agreements. Subject to Section 12 hereof, Agent may, and at the direction of the Required Lenders shall, at any time or
times, proceed directly against any Borrower or Guarantor to collect the Obligations without prior recourse to the Collateral.

(b) Without limiting the foregoing, at any time an Event of Default has occurred and is continuing, Agent may, in its discretion, and upon the
direction of the Required Lenders, shall (i) accelerate the payment of all Obligations and demand immediate payment thereof to Agent, for itself and the benefit
of the Secured Parties ( provided, that, upon the occurrence of any Event of Default described in Sections 10.1(g) and 10.1(h), all Obligations shall
automatically become immediately due and payable), (ii) with or without judicial process or the aid or assistance of others, enter upon any premises on or in
which any of the Collateral may be located and take possession of the Collateral or complete processing, manufacturing and repair of all or any portion of the
Collateral, (iii) require any Borrower or Guarantor, at Borrowers’ expense, to assemble and make available to Agent any part or all of the Collateral at any
place and time designated by Agent, (iv) collect, foreclose, receive, appropriate, setoff and realize upon any and all Collateral, (v) remove any or all of the
Collateral from any premises on or in which the same may be located for the purpose of effecting the sale, foreclosure or other disposition thereof or for any
other purpose, (vi) sell, lease, transfer, assign, deliver or otherwise dispose of any and all Collateral (including entering into contracts with respect thereto,
public or private sales at any exchange, broker’s board, at any office of Agent or elsewhere) at such prices or terms as Agent may deem reasonable, for cash,
upon credit or for future delivery, with the Agent having the right to purchase the whole or any part of the Collateral at any such public sale, all of the foregoing
being free from any right or equity of redemption of any Borrower or Guarantor, which right or equity of redemption is hereby expressly waived and released
by Borrowers and Guarantors and/or (vii) give notice of sole control or any other instruction under any Deposit Account Control Agreement, (viii) terminate
this Agreement. If any of the Collateral is sold or leased by Agent upon credit terms or for future delivery, the Obligations shall not be reduced as a result
thereof until payment therefor is finally collected by Agent. If notice of disposition of Collateral is required by law, ten (10) days prior notice by Agent to
Administrative Borrower designating the time and place of any public sale or the time after which any private sale or other intended disposition of Collateral is
to be made, shall be deemed to be reasonable notice thereof and Borrowers and Guarantors waive any other notice. In the
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event Agent institutes an action to recover any Collateral or seeks recovery of any Collateral by way of prejudgment remedy, each Borrower and Guarantor
waives the posting of any bond which might otherwise be required. At any time an Event of Default exists or has occurred and is continuing, upon Agent’s
request, Borrowers will either, as Agent shall specify, furnish cash collateral to the Issuing Bank to be used to secure and fund Agent’s reimbursement
obligations to the Issuing Bank in connection with any Letter of Credit Obligations or furnish cash collateral to Agent for the Letter of Credit Obligations. Such
cash collateral shall be in the amount equal to one hundred five (105%) percent of the amount of the Letter of Credit Obligations plus the amount of any fees
and expenses payable in connection therewith through the end of the latest expiration date of such Letter of Credit Obligations. Agent shall have no obligation to
clean-up or otherwise prepare the Collateral for sale. Agent and each Lender shall use reasonable care with respect to the Collateral in its possession or under its
control. The Agent shall be deemed to have exercised reasonable care in the custody and preservation of Collateral in its possession if such Collateral is
accorded treatment substantially equal to that which the Agent accords its own property. Neither Agent nor any Lender shall have any other duty as to any
Collateral in its possession or control or in the possession or control of any agent or nominee of Agent or such Lender, or any income thereon or as to the
preservation of rights against prior parties or any other rights pertaining thereto.

(c) At any time or times that an Event of Default has occurred and is continuing, Agent may, in its discretion, and upon the direction of the
Required Lenders, Agent shall, enforce the rights of any Borrower or any Guarantor against any Account Debtor, secondary obligor or other obligor in respect
of any of the Accounts or other Receivables. Without limiting the generality of the foregoing, Agent may, in its discretion, and upon the direction of the
Required Lenders, Agent shall, at such time or times (i) notify any or all Account Debtors, secondary obligors or other obligor in respect thereof that the
Receivables have been assigned to Agent and that Agent has a security interest therein and Agent may direct any or all Account Debtors, secondary obligors and
other obligors to make payment of Receivables directly to Agent, (ii) extend the time of payment of, compromise, settle or adjust for cash, credit, return of
merchandise or otherwise, and upon any terms or conditions, any and all Receivables or other obligations included in the Collateral and thereby discharge or
release the Account Debtor or any secondary obligors or other obligors in respect thereof without affecting any of the Obligations, (iii) demand, collect or
enforce payment of any Receivables or such other obligations, but without any duty to do so, and Agent and Lenders shall not be liable for any failure to
collect or enforce the payment thereof nor for the negligence of its agents or attorneys with respect thereto and (iv) take whatever other action Agent may deem
necessary or desirable for the protection of its interests and the interests of Lenders. At any time that an Event of Default exists or has occurred and is
continuing, at Agent’s request, all invoices and statements sent to any Account Debtor shall state that the Accounts and such other obligations have been
assigned to Agent and are payable directly and only to Agent and any Borrower shall deliver to Agent such originals of documents evidencing the sale and
delivery of goods or the performance of services giving rise to any Accounts as Agent may require. In the event any Account Debtor returns Inventory when an
Event of Default exists or has occurred and is continuing, Borrower shall, upon Agent’s request, hold the returned Inventory in trust for Agent, segregate all
returned Inventory from all of its other property, dispose of the returned Inventory solely according to Agent’s instructions, and not issue any credits,
discounts or allowances with respect thereto without Agent’s prior written consent.
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(d) To the extent that applicable law imposes duties on Agent or any Lender to exercise remedies in a commercially reasonable manner (which
duties cannot be waived under such law), each Borrower and Guarantor acknowledges and agrees that it is not commercially unreasonable for Agent or any
Lender (i) to fail to incur expenses reasonably deemed significant by Agent or any Lender to prepare Collateral for disposition or otherwise to complete raw
material or work in process into finished goods or other finished products for disposition, (ii) to fail to obtain third party consents for access to Collateral to be
disposed of, or to obtain or, if not required by other law, to fail to obtain consents of any Governmental Authority or other third party for the collection or
disposition of Collateral to be collected or disposed of, (iii) to fail to exercise collection remedies against Account Debtors, secondary obligors or other Persons
obligated on Collateral or to remove liens or encumbrances on or any adverse claims against Collateral, (iv) to exercise collection remedies against Account
Debtors and other Persons obligated on Collateral directly or through the use of collection agencies and other collection specialists, (v) to advertise dispositions
of Collateral through publications or media of general circulation, whether or not the Collateral is of a specialized nature, (vi) to contact other Persons, whether
or not in the same business as any Borrower or Guarantor, for expressions of interest in acquiring all or any portion of the Collateral, (vii) to hire one or more
professional auctioneers to assist in the disposition of Collateral, whether or not the collateral is of a specialized nature, (viii) to dispose of Collateral by
utilizing Internet sites that provide for the auction of assets of the types included in the Collateral or that have the reasonable capability of doing so, or that
match buyers and sellers of assets, (ix) to dispose of assets in wholesale rather than retail markets, (x) to disclaim disposition warranties, such as title,
possession or quiet enjoyment, (xi) to purchase insurance or credit enhancements to insure Agent or Lenders against risks of loss, collection or disposition of
Collateral or to provide to Agent or Lenders a guaranteed return from the collection or disposition of Collateral, or (xii) to the extent deemed appropriate by
Agent, to obtain the services of other brokers, investment bankers, consultants and other professionals to assist Agent in the collection or disposition of any of
the Collateral. Each Borrower and Guarantor acknowledges that the purpose of this Section is to provide non-exhaustive indications of what actions or
omissions by Agent or any Lender would not be commercially unreasonable in the exercise by Agent or any Lender of remedies against the Collateral and that
other actions or omissions by Agent or any Lender shall not be deemed commercially unreasonable solely on account of not being indicated in this Section.
Without limitation of the foregoing, nothing contained in this Section shall be construed to grant any rights to any Borrower or Guarantor or to impose any
duties on Agent or Lenders that would not have been granted or imposed by this Agreement or by applicable law in the absence of this Section. Agent, on behalf
of the Lenders, may comply with any applicable state or federal law requirements in connection with a disposition of the Collateral and compliance will not be
considered to adversely affect the commercial reasonableness of any sale of the Collateral.
(e) For the purpose of enabling Agent to exercise the rights and remedies hereunder, each Borrower and Guarantor hereby grants to Agent, to the
extent licensable and to the extent that the same would not conflict with or, under applicable law and the terms of such agreement, result in the invalidity or
breach of any agreements (other than any agreement between any Borrower or any Guarantor) or otherwise result in the revocation, cancellation, abandonment,
infringement, unenforceability, misappropriation or dilution or impair the validity or enforceability, of any rights in any Intellectual Property forming the
subject thereof (including rights to Intellectual Property which is the subject of Promotional Agreements), an irrevocable,
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non-exclusive license (exercisable upon the occurrence of and during the continuation of an Event of Default) without payment of royalty or other compensation
to Borrower or any other Guarantor, to use, license or sublicense any of the trademarks, service-marks, trade names, business names, trade styles, designs,
logos and other source of business identifiers and other Intellectual Property and General Intangibles included in the Collateral, wherever the same may be
located, including in such license reasonable access to all media in which any of the licensed items may be recorded or stored and to all computer programs
used for the compilation or printout thereof.

(f) Agent may apply the cash proceeds of Collateral actually received by Agent from any sale, lease, foreclosure or other disposition of the
Collateral to payment of the Obligations, in whole or in part and in such order as Agent may elect, whether or not then due. Borrower and Guarantors shall
remain liable to Agent and Lenders for the payment of any deficiency with interest at the highest rate provided for herein and all costs and expenses of
collection or enforcement, including attorneys’ fees and expenses.

(g) Without limiting the foregoing, (i) Agent and Lenders may, at Agent’s option, and upon the occurrence of an Event of Default, at the direction
of the Required Lenders, Agent and Lenders shall, without notice, terminate any provision of this Agreement providing for any future Revolving Loans to be
made by Agent and Lenders or Letters of Credit to be issued by Issuing Bank, and (ii) upon the occurrence of an Event of Default, Agent may, at its option,
establish such Reserves as Agent determines without limitation or restriction, notwithstanding anything to the contrary provided herein.
10.3 Borrowers’ and Guarantors’ Obligations Upon Default . Upon the request of Agent after the occurrence and during the continuance of an Event of
Default, each Borrower and Guarantor will:

(a) assemble and make available to Agent the Collateral and all books and records relating thereto at any place or places specified by Agent,
whether at a Borrower’s or Guarantor’s premises or elsewhere;

(b) permit Agent, by Agent’s representatives and agents, to enter, occupy and use any premises where all or any part of the Collateral, or the
books and records relating thereto, or both, are located, to take possession of all or any part of the Collateral or the books and records relating thereto, or both,
to remove all or any part of the Collateral or the books and records relating thereto, or both, and to conduct sales of the Collateral, without any obligation to
pay the Borrower or Guarantor for such use and occupancy.
10.4 Grant of Intellectual Property License . For the purpose of enabling the Administrative Agent to exercise the rights and remedies under this Section 10
at such time as Agent shall be lawfully entitled to exercise such rights and remedies, each Borrower and Guarantor hereby (a) grants to Agent, for the benefit of
Agent and the Lenders, to the extent licensable and to the extent that the same would not conflict with or, under applicable law and the terms of such agreement,
result in the invalidity or breach of any agreements (other than any agreement between any Borrower or any Guarantor) or otherwise result in the revocation,
cancellation, abandonment, infringement, unenforceability, misappropriation or dilution or
130

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

impair the validity or enforceability, of any rights in any Intellectual Property forming the subject thereof (including rights to Intellectual Property which is the
subject of Promotional Agreements), an irrevocable, nonexclusive license (exercisable without payment of royalty or other compensation to any Borrower or
Guarantor) to use, license or sublicense any Intellectual Property rights now owned or hereafter acquired by such Borrower or Guarantor, and wherever the
same may be located, and including in such license access to all media in which any of the licensed items may be recorded or stored and to all computer
software and programs used for the compilation or printout thereof and (b) irrevocably agrees that Agent may sell any of such Borrower’s or Guarantor’s
Inventory directly to any person, including without limitation persons who have previously purchased the Borrower’s or Guarantor’s Inventory from such
Borrower or Guarantor and in connection with any such sale or other enforcement of Agent’s rights under this Agreement, may sell Inventory which bears any
trademark owned by or licensed to such Borrower or Guarantor and any Inventory that is covered by any copyright owned by or licensed to such Borrower or
Guarantor and Agent may finish any work in process and affix any trademark owned by or licensed to such Borrower or Guarantor and sell such Inventory
as provided herein.

SECTION 11. JURY TRIAL WAIVER; OTHER WAIVERS AND CONSENTS; GOVERNING LAW

11.1 Governing Law; Choice of Forum; Service of Process; Jury Trial Waiver .
(a) The validity, interpretation and enforcement of this Agreement and the other Financing Agreements and any dispute arising out of the relationship
between the parties hereto, whether in contract, tort, equity or otherwise, shall be governed by the internal laws of the State of New York but excluding any
principles of conflicts of law or other rule of law that would cause the application of the law of any jurisdiction other than the laws of the State of New York.

(b) Borrowers, Guarantors, Agent, Lenders and Issuing Bank irrevocably consent and submit to the non-exclusive jurisdiction of the State of New York
and the State and Federal courts located in the Borough of Manhattan, County of New York, State of New York and the United States District Court for the
Southern District of New York whichever Agent may elect, and waive any objection based on venue or forum non conveniens with respect to any action
instituted therein arising under this Agreement or any of the other Financing Agreements or in any way connected with or related or incidental to the dealings of
the parties hereto in respect of this Agreement or any of the other Financing Agreements or the transactions related hereto or thereto, in each case whether now
existing or hereafter arising, and whether in contract, tort, equity or otherwise, and agree that any dispute with respect to any such matters shall be heard only
in the courts described above (except that Agent and Lenders shall have the right to bring any action or proceeding against any Borrower or Guarantor or its or
their property in the courts of any other jurisdiction which Agent deems necessary or appropriate in order to realize on the Collateral or to otherwise enforce its
rights against any Borrower or Guarantor or its or their property).
(c) Each Borrower and Guarantor hereby waives personal service of any and all process upon it and consents that all such service of process may be
made by certified mail
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(return receipt requested) directed to its address set forth herein and service so made shall be deemed to be completed five (5) days after the same shall have
been so deposited in the U.S. mails, or, at Agent’s option, by service upon any Borrower or Guarantor (or Administrative Borrower on behalf of such
Borrower or Guarantor) in any other manner provided under the rules of any such courts. Within thirty (30) days after such service, such Borrower or
Guarantor shall appear in answer to such process, failing which such Borrower or Guarantor shall be deemed in default and judgment may be entered by
Agent against such Borrower or Guarantor for the amount of the claim and other relief requested.

(d) BORROWERS, GUARANTORS, AGENT, LENDERS AND ISSUING BANK EACH HEREBY WAIVES ANY RIGHT TO TRIAL BY
JURY OF ANY CLAIM, DEMAND, ACTION OR CAUSE OF ACTION ARISING UNDER THIS AGREEMENT OR ANY OF THE OTHER
FINANCING AGREEMENTS OR IN ANY WAY CONNECTED WITH OR RELATED OR INCIDENTAL TO THE DEALINGS OF THE PARTIES
HERETO IN RESPECT OF THIS AGREEMENT OR ANY OF THE OTHER FINANCING AGREEMENTS OR THE TRANSACTIONS RELATED
HERETO OR THERETO IN EACH CASE WHETHER NOW EXISTING OR HEREAFTER ARISING, AND WHETHER IN CONTRACT, TORT,
EQUITY OR OTHERWISE. BORROWERS, GUARANTORS, AGENT, LENDERS AND ISSUING BANK EACH HEREBY AGREES AND
CONSENTS THAT ANY SUCH CLAIM, DEMAND, ACTION OR CAUSE OF ACTION SHALL BE DECIDED BY COURT TRIAL WITHOUT A
JURY AND THAT ANY BORROWER, ANY GUARANTOR, AGENT, ANY LENDER OR ISSUING BANK MAY FILE AN ORIGINAL
COUNTERPART OF A COPY OF THIS AGREEMENT WITH ANY COURT AS WRITTEN EVIDENCE OF THE CONSENT OF THE PARTIES
HERETO TO THE WAIVER OF THEIR RIGHT TO TRIAL BY JURY.
(e) Agent and Secured Parties shall not have any liability to any Borrower or Guarantor (whether in tort, contract, equity or otherwise) for losses
suffered by such Borrower or Guarantor in connection with, arising out of, or in any way related to the transactions or relationships contemplated by this
Agreement, or any act, omission or event occurring in connection herewith, unless it is determined by a final and non-appealable judgment or court order
binding on Agent, such Lender and Issuing Bank, that the losses were the result of acts or omissions constituting gross negligence or willful misconduct. In
any such litigation, Agent, Lenders and Issuing Bank shall be entitled to the benefit of the rebuttable presumption that it acted in good faith and with the
exercise of ordinary care in the performance by it of the terms of this Agreement. Each Borrower and Guarantor: (i) certifies that neither Agent, any Lender,
Issuing Bank nor any representative, agent or attorney acting for or on behalf of Agent, any Lender or Issuing Bank has represented, expressly or otherwise,
that Agent, Lenders and Issuing Bank would not, in the event of litigation, seek to enforce any of the waivers provided for in this Agreement or any of the other
Financing Agreements and (ii) acknowledges that in entering into this Agreement and the other Financing Agreements, Agent, Lenders and Issuing Bank are
relying upon, among other things, the waivers and certifications set forth in this Section 11.1 and elsewhere herein and therein.

11.2 Waiver of Notices. Each Borrower and Guarantor hereby expressly waives demand, presentment, protest and notice of protest and notice of
dishonor with respect to any and all Instruments and Chattel Paper, included in or evidencing any of the Obligations or the
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Collateral, and any and all other demands and notices of any kind or nature whatsoever with respect to the Obligations, the Collateral and this Agreement,
except such as are expressly provided for herein. No notice to or demand on any Borrower or Guarantor which Agent or any Lender may elect to give shall
entitle such Borrower or Guarantor to any other or further notice or demand in the same, similar or other circumstances. Each Borrower and Guarantor hereby
waives notice of the time and place of any public sale or the time after which any private sale or other disposition of all or any part of the Collateral may be
made. To the extent such notice may not be waived under applicable law, any notice made shall be deemed reasonable if sent to the Borrowers and Guarantors,
addressed as set forth in Section 13.3 , at least ten days prior to (i) the date of any such public sale or (ii) the time after which any such private sale or other
disposition may be made.

11.3 Collateral Waivers. To the maximum extent permitted by applicable law, each Borrower and Guarantor waives all claims, damages, and demands
against Agent or any Lender arising out of the repossession, retention or sale of the Collateral, except such as arise solely out of the gross negligence, bad faith
or willful misconduct of Agent or such Lender as finally determined by a court of competent jurisdiction. To the extent it may lawfully do so, each Borrower
and Guarantor absolutely and irrevocably waives and relinquishes the benefit and advantage of, and covenants not to assert against Agent or any Lender, any
valuation, stay, appraisal, extension, moratorium, redemption or similar laws and any and all rights or defenses it may have as a surety now or hereafter
existing which, but for this provision, might be applicable to the sale of any Collateral made under the judgment, order or decree of any court, or privately
under the power of sale conferred by this Agreement, or otherwise.
11.4 Amendments and Waivers.
(a) Neither this Agreement nor any other Financing Agreement nor any terms hereof or thereof may be amended, waived, discharged or terminated
unless such amendment, waiver, discharge or termination is in writing signed by Agent and the Required Lenders or at Agent’s option, by Agent with the
authorization or consent of the Required Lenders, and as to amendments to any of the Financing Agreements (other than with respect to any provision of
Section 12 hereof), by any Borrower and such amendment, waiver, discharge or termination shall be effective and binding as to all Lenders and Issuing Bank
only in the specific instance and for the specific purpose for which given; except, that, no such amendment, waiver, discharge or termination shall:
(i) reduce the Interest Rate or any fees hereunder or extend the time of payment of principal, interest or any fees or reduce the principal
amount hereunder of any Loan or Letters of Credit, in each case without the consent of each Lender directly affected thereby;

(ii) increase the Commitment of any Lender over the amount thereof then in effect or provided hereunder, in each case without the consent
of the Lender directly affected thereby, except as provided for in Section 2.4 hereof;
(iii) increase the amount of the Maximum Credit without the consent of all Lenders ( provided, that, the increase provided for in
Section 2.4 hereof shall not be deemed an increase requiring the consent of any Lender (other than each Revolving Lender increasing its
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Revolving Commitment)) or the Letter of Credit Limit without the consent of Agent and all Revolving Lenders;
(iv) release a material portion of the Collateral (except as expressly permitted or required hereunder or under any of the other Financing
Agreements or applicable law and except as permitted under Section 12.11(b) hereof), without the consent of Agent and all of Lenders;

(v) reduce any percentage specified in the definition of Required Lenders or Covenant Required Lenders, without the consent of Agent and

all of Lenders;
(vi) consent to the assignment or transfer by any Borrower or Guarantor of any of their rights and obligations under this Agreement,
without the consent of Agent and all of Lenders;
(vii) amend the definition of Borrowing Base or any component definition thereof if as a result thereof the amounts available to be
borrowed by any Borrower would be increased, without the consent of Agent and all Revolving Lenders, provided, that the foregoing shall not limit the
discretion of Agent to change, establish or eliminate any Reserves;

(viii) reduce the amount of Excess Availability, Excess Collateral Availability, Excess Availability, as applicable, specified in the
definitions of Compliance Period or Increased Reporting Period, without the consent of Agent and all of Lenders;

(ix) amend, modify or waive any provision of the definitions of Maximum Credit, Compliance Period, Excess Availability, Excess
Collateral Availability, or Excess Availability, without the consent of Agent and all of Lenders;
(x) amend or modify the definition of Special Agent Advances so as to (A) increase the amount thereof, or (B) except as provided in
Section 12.11 hereof, extend the time period that a Special Agent Advance may be outstanding, without the consent of Agent and all of the Revolving Lenders;

(xi) amend, modify or waive any provision of Section 6.4 , without the consent of Agent and all of the Lenders;
(xii) subordinate the Obligations hereunder or the liens granted hereunder or under the other Financing Agreements, to any other
Indebtedness or lien, as the case may be (except for the liens permitted in Section 9.8 hereof having priority by operation of law), without the consent of Agent
and all of Lenders;

(xiii) amend, modify or waive any provision of Section 12.8 so as to (A) increase the amount of any additional Revolving Loans or
additional Letters of Credit permitted to be made by Agent thereunder, or (B) except as provided in Section 12.8 hereof, extend the time period that any such
additional Revolving Loan or Letters of Credit may be outstanding, without the consent of Agent and all of the Revolving Lenders;
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(xiv) amend, modify or waive any provision of Section 9.17 or the definition of Fixed Charge Coverage Ratio or any component definition
thereof, without the consent of Agent and Covenant Required Lenders;

(xv) amend, modify or waive any terms of this Section 11.4 hereof, without the consent of Agent and all of Lenders;
(xvi) increase the advance rates constituting part of the Borrowing Base, without the consent of Agent and all of Revolving Lenders; or

(xvii) amend or modify any provision of Section 10.1 (exclusive of any definitions set forth therein), without the consent of Agent and
Covenant Required Lenders (except that waivers of any provision of Section 10.1 shall only require the consent of the Required Lenders).
(b) Notwithstanding anything to the contrary contained in Section 11.4(a) above, Agent may, in its discretion and without the consent of the any
Lenders, amend or otherwise modify the Borrowing Base, the Reserves or any of their respective components which amendments or modifications have the
effect of increasing the Borrowing Base, decreasing the Reserves or otherwise increasing the amounts available for borrowing hereunder to the extent that such
amendment or modification is made to undo changes made after the date hereof and restore the Borrowing Base, Reserves or other components thereof back to a
level or standard, as applicable, that exists on the date hereof if the reason for such reduction or increase established after the date hereof no longer exists, as
determined by Agent.

(c) Agent, Lenders and Issuing Bank shall not, by any act, delay, omission or otherwise be deemed to have expressly or impliedly waived any of
its or their rights, powers and/or remedies unless such waiver shall be in writing and signed as provided herein. Any such waiver shall be enforceable only to
the extent specifically set forth therein. A waiver by Agent, any Lender or Issuing Bank of any right, power and/or remedy on any one occasion shall not be
construed as a bar to or waiver of any such right, power and/or remedy which Agent, any Lender or Issuing Bank would otherwise have on any future
occasion, whether similar in kind or otherwise.
(d) Notwithstanding anything to the contrary contained in Section 11.4(a) above, in connection with any amendment, waiver, discharge or
termination, in the event that any Lender whose consent thereto is required shall fail to consent or fail to consent in a timely manner (such Lender being referred
to herein as a “ Non-Consenting Lender ”), but the consent of any other Lenders to such amendment, waiver, discharge or termination that is required are
obtained, if any, then Chase shall have the right, but not the obligation, at any time thereafter, and upon the exercise by Chase of such right, such NonConsenting Lender shall have the obligation, to sell, assign and transfer to Chase or such Eligible Transferee as Chase may specify, the Commitment of such
Non-Consenting Lender and all rights and interests of such Non-Consenting Lender pursuant thereto provided, that, if Chase does not exercise such right, and
Administrative Borrower presents an Eligible Transferee and requests in writing that Chase replace such Non-Consenting Lender with such Eligible
Transferee, then, subject to Chase’s consent rights as Agent contained in the within definition of “ Eligible Transferee”, such Non-
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Consenting Lender shall have the obligation, to sell, assign and transfer to such Eligible Transferee as Administrative Borrower has specified, the
Commitment of such Non-Consenting Lender and all rights and interests of such Non-Consenting Lender pursuant thereto. Chase shall provide the NonConsenting Lender with prior written notice of its intent to exercise its right under this Section, which notice shall specify on date on which such purchase and
sale shall occur. Such purchase and sale shall be pursuant to the terms of an Assignment and Acceptance (whether or not executed by the Non-Consenting
Lender), except that on the date of such purchase and sale, Chase, or such Eligible Transferee specified by Chase, shall pay to the Non-Consenting Lender
(except as Chase and such Non-Consenting Lender may otherwise agree) the amount equal to: (i) the principal balance of the Revolving Loans held by the NonConsenting Lender outstanding as of the close of business on the business day immediately preceding the effective date of such purchase and sale, plus
(ii) amounts accrued and unpaid in respect of interest and fees payable to the Non-Consenting Lender to the effective date of the purchase (but in no event shall
the Non-Consenting Lender be deemed entitled to any early termination fee). Such purchase and sale shall be effective on the date of the payment of such
amount to the Non-Consenting Lender and the Commitment of the Non-Consenting Lender shall terminate on such date.
(e) The consent of Agent shall be required for any amendment, waiver or consent affecting the rights or duties of Agent hereunder or under any of
the other Financing Agreements, in addition to the consent of the Lenders otherwise required by this Section and the exercise by Agent of any of its rights
hereunder with respect to Reserves or Eligible Accounts or Eligible Inventory shall not be deemed an amendment to the advance rates provided for in this
Section 11.4. The consent of Issuing Bank shall be required for any amendment, waiver or consent affecting the rights or duties of Issuing Bank hereunder or
under any of the other Financing Agreements, in addition to the consent of the Lenders otherwise required by this Section, provided, that, the consent of
Issuing Bank shall not be required for any other amendments, waivers or consents. Notwithstanding anything to the contrary contained in Section 11.4(a)
above, (i) in the event that Agent shall agree that any items otherwise required to be delivered to Agent as a condition of the initial Loans and Letters of Credit
hereunder may be delivered after the date hereof, Agent may, in its discretion, agree to extend the date for delivery of such items or take such other action as
Agent may deem appropriate as a result of the failure to receive such items as Agent may determine or may waive any Event of Default as a result of the failure
to receive such items, in each case without the consent of any Lender and (ii) Agent may consent to any change in the type of organization, jurisdiction of
organization or other legal structure of any Borrower, Guarantor or any of their Subsidiaries and amend the terms hereof or of any of the other Financing
Agreements as may be necessary or desirable to reflect any such change, in each case without the approval of any Lender.

(f) The consent of Agent and any Bank Product Provider that is providing Bank Products and has outstanding any such Bank Products at such
time that are Obligations secured hereunder shall be required for any amendment to the priority of payment of Obligations arising under or pursuant to any
Hedge Agreements of a Borrower or Guarantor or other Bank Products as set forth in Section 6.4(a) hereof.

11.5 Waiver of Counterclaims. Each Borrower and Guarantor waives all rights to interpose any claims, deductions, setoffs or counterclaims of any
nature (other than compulsory
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counterclaims) in any action or proceeding with respect to this Agreement, the Obligations, the Collateral or any matter arising therefrom or relating hereto or
thereto.

11.6 Indemnification . Each Borrower and Guarantor shall, jointly and severally, indemnify and hold Agent, each Lender and Issuing Bank, and their
respective officers, directors, agents, employees, advisors and counsel and their respective Affiliates (each such Person being an “ Indemnitee ”), harmless from
and against any and all losses, claims, damages, liabilities, costs or expenses (including attorneys’ reasonable fees and expenses) imposed on, incurred by or
asserted against any of them in connection with any litigation, investigation, claim or proceeding commenced or threatened related to the negotiation,
preparation, execution, delivery, enforcement, performance or administration of this Agreement, any other Financing Agreements, or any undertaking or
proceeding related to any of the transactions contemplated hereby or any act, omission, event or transaction related or attendant thereto, including amounts
paid in settlement, court costs, and the fees and expenses of counsel except that Borrowers and Guarantors shall not have any obligation under this
Section 11.6 to indemnify an Indemnitee with respect to a matter covered hereby resulting from the gross negligence, bad faith or willful misconduct of such
Indemnitee (but without limiting the obligations of Borrowers or Guarantors as to any other Indemnitee). To the extent that the undertaking to indemnify, pay
and hold harmless set forth in this Section may be unenforceable because it violates any law or public policy, Borrowers and Guarantors shall pay the
maximum portion which it is permitted to pay under applicable law to Agent and Lenders in satisfaction of indemnified matters under this Section. To the
extent permitted by applicable law, no Borrower or Guarantor shall assert, and each Borrower and Guarantor hereby waives, any claim against any
Indemnitee, on any theory of liability for special, indirect, consequential or punitive damages (as opposed to direct or actual damages) arising out of, in
connection with, or as a result of, this Agreement, any of the other Financing Agreements or any undertaking or transaction contemplated hereby. Absent gross
negligence, bad faith or willful misconduct, no Indemnitee referred to above shall be liable for any damages arising from the use by unintended recipients of
any information or other materials distributed by it through telecommunications, electronic or other information transmission systems in connection with this
Agreement or any of the other Financing Agreements or the transaction contemplated hereby or thereby. All amounts due under this Section shall be payable
upon demand. The foregoing indemnity shall survive the payment of the Obligations and the termination or non-renewal of this Agreement.
SECTION 12. THE AGENT

12.1 Appointment, Powers and Immunities . Each Secured Party irrevocably designates, appoints and authorizes Chase to act as Agent hereunder and
under the other Financing Agreements with such powers as are specifically delegated to Agent by the terms of this Agreement and of the other Financing
Agreements, together with such other powers as are reasonably incidental thereto. Agent (a) shall have no duties or responsibilities except those expressly set
forth in this Agreement and in the other Financing Agreements, and shall not by reason of this Agreement or any other Financing Agreement be a trustee or
fiduciary for any Secured Party; (b) shall not be responsible to Secured Parties for any recitals, statements, representations or warranties contained in this
Agreement or in any of the other Financing Agreements, or in any certificate or other document referred to or provided for in, or received by any of them under,
this Agreement or any other Financing Agreement, or for the value, validity,
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effectiveness, genuineness, enforceability or sufficiency of this Agreement or any other Financing Agreement or any other document referred to or provided for
herein or therein or for any failure by any Borrower or any Guarantor or any other Person to perform any of its obligations hereunder or thereunder; and
(c) shall not be responsible to Secured Parties for any action taken or omitted to be taken by it hereunder or under any other Financing Agreement or under any
other document or instrument referred to or provided for herein or therein or in connection herewith or therewith, except for its own gross negligence or willful
misconduct as determined by a final non-appealable judgment of a court of competent jurisdiction. Agent may employ agents and attorneys in fact and shall
not be responsible for the negligence or misconduct of any such agents or attorneys in fact selected by it in good faith. Agent may deem and treat the payee of
any note as the holder thereof for all purposes hereof unless and until the assignment thereof pursuant to an agreement (if and to the extent permitted herein) in
form and substance satisfactory to Agent shall have been delivered to and acknowledged by Agent.

12.2 Reliance by Agent . Agent shall be entitled to rely upon any certification, notice or other communication (including any thereof by telephone,
telecopy, telex, telegram or cable) reasonably believed by it to be genuine and correct and to have been signed or sent by or on behalf of the proper Person or
Persons, and upon advice and statements of legal counsel, independent accountants and other experts selected by Agent. As to any matters not expressly
provided for by this Agreement or any other Financing Agreement, Agent shall in all cases be fully protected in acting, or in refraining from acting, hereunder
or thereunder in accordance with instructions given by the Required Lenders, the Covenant Required Lenders or all of Lenders as is required in such
circumstance, and such instructions of such Agents and any action taken or failure to act pursuant thereto shall be binding on all Lenders.
12.3 Events of Default .
(a) Agent shall not be deemed to have knowledge or notice of the occurrence of a Default or an Event of Default or other failure of a condition
precedent to the Revolving Loans and Letters of Credit hereunder, unless and until Agent has actual knowledge or same and has received written notice from a
Lender, or Borrower specifying such Event of Default or any unfulfilled condition precedent, and stating that such notice is a “Notice of Default or Failure of
Condition” (each a “ Notice of Default or Failure of Condition ”). In the event that Agent obtains actual knowledge or receives such a Notice of Default or Failure
of Condition, Agent shall give prompt notice thereof to the Lenders. Agent shall (subject to Section 12.7 ) take such action with respect to any such Event of
Default or failure of condition precedent as shall be directed by the Required Lenders to the extent provided for herein; provided, that, unless and until Agent
shall have received such directions, Agent may (but shall not be obligated to) take such action, or refrain from taking such action, with respect to or by reason
of such Event of Default or failure of condition precedent, as it shall deem advisable in the best interest of Lenders. Without limiting the foregoing, and
notwithstanding the existence or occurrence and continuance of an Event of Default or any other failure to satisfy any of the conditions precedent set forth in
Section 4 of this Agreement to the contrary, subject to the limitations set forth in Section 12.8 , Agent may, but shall have no obligation to, continue to make
Revolving Loans and Issuing Bank may, but shall have no obligation to, issue or cause to be issued any Letter of Credit for the ratable account and risk of
Lenders from time to time if Agent reasonably and in good faith,
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believes making such Loans or issuing or causing to be issued such Letter of Credit is in the best interests of Lenders.
(b) Except with the prior written consent of Agent, no Secured Party may assert or exercise any enforcement right or remedy in respect of the
Loans, Letter of Credit Obligations or other Obligations, as against any Borrower or Guarantor or any of the Collateral or other property of any Borrower or
Guarantor.

12.4 Chase in its Individual Capacity . At any time Chase is a Lender or Issuing Bank hereunder, as applicable, then with respect to its
Commitments and the Loans made and Letters of Credit issued or caused to be issued by it (and any successor acting as Agent) hereunder from time to time,
if any, so long as Chase shall be a Lender hereunder, it shall have the same rights and powers hereunder as any other Lender and may exercise the same as
though it were not acting as Agent, and the term “ Lender” or “Lenders” shall, unless the context otherwise indicates, include Chase in its individual capacity
as Lender hereunder. Chase (and any successor acting as Agent) and its Affiliates may (without having to account therefor to any Lender) lend money to, make
investments in and generally engage in any kind of business with Borrowers (and any of its Subsidiaries or Affiliates) as if it were not acting as Agent, and
Chase and its Affiliates may accept fees and other consideration from any Borrower or Guarantor and any of its Subsidiaries and Affiliates for services in
connection with this Agreement or otherwise without having to account for the same to Lenders.

12.5 Indemnification . Lenders agree to indemnify Agent and Issuing Bank (to the extent not reimbursed by Borrowers hereunder and without
limiting any obligations of Borrowers hereunder) ratably, in accordance with their Pro Rata Shares of Loans, for any and all claims of any kind and nature
whatsoever that may be imposed on, incurred by or asserted against Agent (including by any Lender) arising out of or by reason of any investigation in or in
any way relating to or arising out of this Agreement or any other Financing Agreement or any other documents contemplated by or referred to herein or therein or
the transactions contemplated hereby or thereby (including the costs and expenses that Agent is obligated to pay hereunder) or the enforcement of any of the
terms hereof or thereof or of any such other documents, provided, that, no Lender shall be liable for any of the foregoing to the extent it arises from the gross
negligence or willful misconduct of the party to be indemnified as determined by a final non-appealable judgment of a court of competent jurisdiction. The
foregoing indemnity shall survive the payment of the Obligations and the termination or non-renewal of this Agreement.
12.6 Non-Reliance on Agent and Other Lenders . (a) Each Secured Party agrees that it has, independently and without reliance on Agent or any
other Secured Party, and based on such documents and information as it has deemed appropriate, made its own credit analysis of Borrowers and Guarantors
and has made its own decision to enter into this Agreement and that it will, independently and without reliance upon Agent or any other Secured Party, and
based on such documents and information as it shall deem appropriate at the time, continue to make its own analysis and decisions in taking or not taking
action under this Agreement or any of the other Financing Agreements. Agent shall not be required to keep itself informed as to the performance or observance
by any Borrower or Guarantor of any term or provision of this Agreement or any of the other Financing Agreements or any other document referred to or
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provided for herein or therein or to inspect the properties or books of any Borrower or Guarantor. Agent will use reasonable efforts to provide Lenders with any
information received by Agent from any Borrower or Guarantor which is required to be provided to Lenders or deemed to be requested by Lenders hereunder
and with a copy of any Notice of Default or Failure of Condition received by Agent from any Borrower or any Lender; provided, that, Agent shall not be liable
to any Lender for any failure to do so, except to the extent that such failure is attributable to Agent’s own gross negligence or willful misconduct as determined
by a final non-appealable judgment of a court of competent jurisdiction. Except for notices, reports and other documents expressly required to be furnished to
Lenders by Agent or deemed requested by Lenders hereunder (including the documents provided for in Section 12.10 hereof), Agent shall not have any duty or
responsibility to provide any Lender with any other credit or other information concerning the affairs, financial condition or business of any Borrower or
Guarantor that may come into the possession of Agent.
(b) Each Lender acknowledges that it has received and reviewed a copy of the Intercreditor Agreement and any exhibits and schedules thereto,
authorizes the execution and delivery thereof by Agent, and agrees with effect on the date hereof to be bound in all respects by the terms of the Intercreditor
Agreement and obligated to perform any and all obligations of Agent thereunder, as if a direct signatory party thereto.

12.7 Failure to Act . Except for action expressly required of Agent hereunder and under the other Financing Agreements, Agent shall in all cases be fully
justified in failing or refusing to act hereunder and thereunder unless it shall receive further assurances to its satisfaction from Lenders of their indemnification
obligations under Section 12.5 hereof against any and all liability and expense that may be incurred by it by reason of taking or continuing to take any such
action.
12.8 Additional Loans . Agent shall not make any Revolving Loans or Issuing Bank provide any Letter of Credit to any Borrower on behalf of Revolving
Lenders intentionally and with actual knowledge that such Revolving Loans or Letters of Credit would cause the aggregate amount of the total outstanding
Revolving Loans and Letters of Credit to such Borrower to exceed the Borrowing Base, without the prior consent of all Revolving Lenders, except, that, Agent
may make such additional Revolving Loans or Issuing Bank may provide such additional Letters of Credit on behalf of Revolving Lenders, intentionally and
with actual knowledge that such Revolving Loans or Letters of Credit will cause the total outstanding Revolving Loans and Letters of Credit to exceed the
Borrowing Base, as Agent may deem necessary or advisable in its discretion, provided, that: (a) the total principal amount of the additional Revolving Loans
or additional Letters of Credit to any Borrower which Agent may make or provide after obtaining such actual knowledge that the aggregate principal amount of
the Revolving Loans equal or exceed the Borrowing Bases of Borrowers, plus the amount of Special Agent Advances made pursuant to Sections 12.11(a)(i)
and (ii) hereof then outstanding, shall not exceed the aggregate amount equal to ten (10%) percent of the Maximum Credit and shall not cause the total principal
amount of the Revolving Loans and Letter of Credit Obligations to exceed the Maximum Credit and (b) no such additional Revolving Loan or Letters of Credit
shall be outstanding more than ninety (90) days after the date such additional Revolving Loan or Letters of Credit is made or issued (as the case may be),
except as the Covenant Required Lenders may otherwise agree.
140

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Each Revolving Lender shall be obligated to pay Agent the amount of its Pro Rata Share of any such additional Revolving Loans or Letters of Credit.

12.9 Concerning the Collateral and the Related Financing Agreements . Each Secured Party authorizes and directs Agent to enter into this Agreement and
the other Financing Agreements. Each Secured Party agrees that any action taken by Agent or Required Lenders in accordance with the terms of this Agreement
or the other Financing Agreements and the exercise by Agent or Required Lenders of their respective powers set forth therein or herein, together with such other
powers that are reasonably incidental thereto, shall be binding upon all of the Secured Parties.
12.10 Field Audit, Examination Reports and other Information; Disclaimer by Lenders . By signing this Agreement, each Lender:
(a) is deemed to have requested that Agent furnish such Lender (and Agent agrees that it will furnish to such Lender), promptly after it becomes
available, a copy of each field audit or examination report and report with respect to the Borrowing Base prepared or received by Agent (each field audit or
examination report and report with respect to the Borrowing Base being referred to herein as a “ Report” and collectively, “Reports”), appraisals with respect to
the Collateral and financial statements with respect to Parent and its Subsidiaries received by Agent;

(b) expressly agrees and acknowledges that Agent (i) does not make any representation or warranty as to the accuracy of any Report, appraisal or
financial statement or (ii) shall not be liable for any information contained in any Report, appraisal or financial statement;
(c) expressly agrees and acknowledges that the Reports are not comprehensive audits or examinations, that Agent or any other party performing
any audit or examination will inspect only specific information regarding Borrowers and Guarantors and will rely significantly upon Borrowers’ and
Guarantors’ books and records, as well as on representations of Borrowers’ and Guarantors’ personnel; and

(d) agrees to keep all Reports confidential and strictly for its internal use in accordance with the terms of Section 13.5 hereof, and not to distribute
or use any Report in any other manner.

12.11 Collateral Matters .
(a) Agent may, at its option, from time to time, at any time on or after an Event of Default and for so long as the same is continuing or upon any
other failure of a condition precedent to the Revolving Loans and Letters of Credit hereunder, make such disbursements and advances (“ Special Agent
Advances ”) which Agent, in its sole discretion, (i) deems necessary or desirable either to preserve or protect the Collateral or any portion thereof or (ii) to
enhance the likelihood or maximize the amount of repayment by Borrowers and Guarantors of the Loans and other Obligations, provided, that, (A) the
aggregate principal amount of the Special Agent Advances pursuant to clauses (i) and (ii) hereof outstanding at any time, plus the then outstanding principal
amount of the additional Revolving Loans and Letters
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of Credit which Agent may make or provide as set forth in Section 12.8 hereof, shall not exceed the amount equal to ten (10%) percent of the Maximum Credit,
(B) the aggregate principal amount of the Special Agent Advances pursuant to clauses (i) and (ii) hereof outstanding at any time, plus the then total outstanding
principal amount of the Revolving Loans and Letter of Credit Obligations, shall not exceed the Maximum Credit, except at Agent’s option, provided, that, to
the extent that the aggregate principal amount of Special Agent Advances plus the then total outstanding principal amount of the Revolving Loans and Letter of
Credit Obligations exceed the Maximum Credit the Special Agent Advances that are in excess of the Maximum Credit shall be for the sole account and risk of
Agent and notwithstanding anything to the contrary set forth below, no Lender shall have any obligation to provide its share of such Special Agent Advances
in excess of the Maximum Credit, and (C) no such Special Agent Advances made pursuant to this clause (ii) shall be outstanding more than ninety (90) days
after the date such Special Agent Advance is made, except as Covenant Required Lenders may otherwise agree, or (iii) to pay any other amount chargeable to
any Borrower or Guarantor pursuant to the terms of this Agreement or any of the other Financing Agreements consisting of (A) costs, fees and expenses and
(B) payments to Issuing Bank in respect of any Letter of Credit Obligations. The Special Agent Advances shall be repayable on demand and together with all
interest thereon shall constitute Obligations secured by the Collateral. Special Agent Advances shall not constitute Revolving Loans but shall otherwise
constitute Obligations hereunder. Interest on Special Agent Advances shall be payable at the Interest Rate then applicable to ABR Loans and shall be payable on
demand. Without limitation of its obligations pursuant to Section 6.11, each Lender agrees that it shall make available to Agent, upon Agent’s demand, in
immediately available funds, the amount equal to such Lender’s Pro Rata Share of each such Special Agent Advance. If such funds are not made available to
Agent by such Lender, such Lender shall be deemed a Defaulting Lender and Agent shall be entitled to recover such funds, on demand from such Lender
together with interest thereon for each day from the date such payment was due until the date such amount is paid to Agent at the Federal Funds Rate for each
day during such period (as published by the Federal Reserve Bank of New York or at Agent’s option based on the arithmetic mean determined by Agent of the
rates for the last transaction in overnight Federal funds arranged prior to 9:00 a.m. (New York City time) on that day by each of the three leading brokers of
Federal funds transactions in New York City selected by Agent) and if such amounts are not paid within three (3) days of Agent’s demand, at the highest
Interest Rate provided for in Section 3.1 hereof applicable to ABR Loans.
(b) Lenders hereby irrevocably authorize Agent, at its option and in its discretion to release any security interest in, mortgage or lien upon, any of
the Collateral (i) upon termination of the Commitments and payment and satisfaction of all of the Obligations and delivery of cash collateral to the extent
required under Section 13.1 below, or (ii) constituting property being sold or disposed of if Administrative Borrower or any Borrower or Guarantor certifies to
Agent that the sale or disposition is made in compliance with Section 9.7 hereof (and Agent may rely conclusively on any such certificate, without further
inquiry), or (iii) constituting property in which any Borrower or Guarantor did not own an interest at the time the security interest, mortgage or lien was
granted or at any time thereafter, or (iv) having a value in the aggregate in any twelve (12) month period of less than $5,000,000, and to the extent Agent may
release its security interest in and lien upon any such Collateral pursuant to the sale or other disposition thereof, such sale or other disposition shall be deemed
consented to by Lenders, or (v) if required or permitted under the terms of any of the other Financing Agreements, including
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any intercreditor agreement, or (vi) approved, authorized or ratified in writing by all of Lenders. Except as provided above, Agent will not release any security
interest in, mortgage or lien upon, any of the Collateral without the prior written authorization of all of Lenders. Upon request by Agent at any time, Lenders
will promptly confirm in writing Agent’s authority to release particular types or items of Collateral pursuant to this Section. In no event shall the consent or
approval of Issuing Bank to any release of Collateral be required. Nothing contained herein shall be construed to require the consent of any Bank Product
Provider to any release of Collateral or termination of security interests in any Collateral.

(c) Without any manner limiting Agent’s authority to act without any specific or further authorization or consent by the Required Lenders, each
Lender agrees to confirm in writing, upon request by Agent, the authority to release Collateral conferred upon Agent under this Section. Agent shall (and is
hereby irrevocably authorized by Lenders to) execute such documents as may be necessary to evidence the release of the security interest, mortgage or liens
granted to Agent upon any Collateral to the extent set forth above; provided, that, (i) Agent shall not be required to execute any such document on terms which,
in Agent’s opinion, would expose Agent to liability or create any obligations or entail any consequence other than the release of such security interest, mortgage
or liens without recourse or warranty and (ii) such release shall not in any manner discharge, affect or impair the Obligations or any security interest, mortgage
or lien upon (or obligations of any Borrower or Guarantor in respect of) the Collateral retained by such Borrower or Guarantor.
(d) Agent shall have no obligation whatsoever to any Secured Party or any other Person to investigate, confirm or assure that the Collateral exists
or is owned by any Borrower or Guarantor or is cared for, protected or insured or has been encumbered, or that any particular items of Collateral meet the
eligibility criteria applicable in respect of the Revolving Loans or Letters of Credit hereunder, or whether any particular Reserves are appropriate, or that the
liens and security interests granted to Agent pursuant hereto or any of the Financing Agreements or otherwise have been properly or sufficiently or lawfully
created, perfected, protected or enforced or are entitled to any particular priority, or to exercise at all or in any particular manner or under any duty of care,
disclosure or fidelity, or to continue exercising, any of the rights, authorities and powers granted or available to Agent in this Agreement or in any of the other
Financing Agreements, it being understood and agreed that in respect of the Collateral, or any act, omission or event related thereto, subject to the other terms
and conditions contained herein, Agent may act in any manner it may deem appropriate, in its discretion, given Agent’s own interest in the Collateral as a
Lender and that Agent shall have no duty or liability whatsoever to any other Lender or Issuing Bank.

12.12 Agency for Perfection . Each Secured Party hereby appoints Agent and each other Secured Party as agent and bailee for the purpose of perfecting
the security interests in and liens upon the Collateral of Agent in assets which, in accordance with Article 9 of the UCC can be perfected only by possession
(or where the security interest of a secured party with possession has priority over the security interest of another secured party) and Agent and each Secured
Party hereby acknowledges that it holds possession of any such Collateral for the benefit of Agent as secured party. Should any Secured Party obtain
possession of any such Collateral, such Lender shall notify Agent thereof, and, promptly upon Agent’s request therefor shall deliver such Collateral to Agent
or in accordance with Agent’s instructions.
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12.13 Successor Agent . Agent may resign as Agent upon thirty (30) days’ notice to Lenders and Administrative Borrower. If Agent resigns under this
Agreement, the Required Lenders shall appoint from among the Lenders a successor agent for Lenders. If no successor agent is appointed prior to the effective
date of the resignation of Agent, Agent may appoint, after consulting with Lenders and Parent, a successor agent from among Lenders and Administrative
Borrower. Upon the acceptance by the Lender so selected of its appointment as successor agent hereunder, such successor agent shall succeed to all of the
rights, powers and duties of the retiring Agent and the term “ Agent” as used herein and in the other Financing Agreements shall mean such successor agent and
the retiring Agent’s appointment, powers and duties as Agent shall be terminated. After any retiring Agent’s resignation hereunder as Agent, the provisions of
this Section 12 shall inure to its benefit as to any actions taken or omitted by it while it was Agent under this Agreement. If no successor agent has accepted
appointment as Agent by the date which is thirty (30) days after the date of a retiring Agent’s notice of resignation, the retiring Agent’s resignation shall
nonetheless thereupon become effective and Lenders shall perform all of the duties of Agent hereunder until such time, if any, as the Required Lenders appoint
a successor agent as provided for above.
12.14 Other Agent Designations . Agent may at any time and from time to time determine that a Lender may, in addition, be a “Co-Agent”, “Syndication
Agent”, “Documentation Agent” or similar designation hereunder and enter into an agreement with such Lender to have it so identified for purposes of this
Agreement. Any such designation shall be effective upon written notice by Agent to Administrative Borrower of any such designation. Any Lender that is so
designated as a Co-Agent, Syndication Agent, Documentation Agent or such similar designation by Agent shall have no right, power, obligation, liability,
responsibility or duty under this Agreement or any of the other Financing Agreements other than those applicable to all Lenders as such. Without limiting the
foregoing, the Lenders so identified shall not have or be deemed to have any fiduciary relationship with any Lender and no Lender shall be deemed to have
relied, nor shall any Lender rely, on a Lender so identified as a Co-Agent, Syndication Agent, Documentation Agent or such similar designation in deciding to
enter into this Agreement or in taking or not taking action hereunder.

SECTION 13. TERM OF AGREEMENT; MISCELLANEOUS
13.1 Term.
(a) This Agreement and the other Financing Agreements shall become effective as of the date set forth on the first page hereof and shall continue in
full force and effect for a term ending on the Maturity Date, unless sooner terminated pursuant to the terms hereof. In addition, Borrowers may terminate this
Agreement at any time upon ten (10) days prior written notice to Agent (which notice shall be irrevocable) and Agent may, at its option, and shall at the
direction of Required Lenders, terminate this Agreement at any time upon the occurrence and during the continuation of an Event of Default. Upon the
Maturity Date or any other effective date of termination of the Financing Agreements, Borrowers shall pay to Agent all outstanding and unpaid Obligations
(other than indemnities and contingent Obligations which have not yet accrued) and shall furnish cash collateral to Agent (or at Agent’s option, a letter of credit
issued for the account of Borrowers and at Borrowers’ expense, in form and substance satisfactory to Agent, by an issuer acceptable to Agent and payable to
Agent as beneficiary) in
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such amounts as Agent determines are reasonably necessary to secure Agent and Lenders from loss, cost, damage or expense, including attorneys’ fees and
expenses, in connection with any contingent Obligations, including issued and outstanding Letter of Credit Obligations and checks or other payments
provisionally credited to the Obligations and/or as to which Agent or any Lender has not yet received final payment (and including any contingent liability of
Agent to any bank at which Deposit Accounts of Borrowers and Guarantors are maintained under any Deposit Account Control Agreement) and for any of the
Obligations arising under or in connection with any Bank Products in such amounts as the party providing such Bank Products may require (unless such
Obligations arising under or in connection with any Bank Products are paid in full in cash and terminated in a manner satisfactory to such other party). The
amount of such cash collateral (or letter of credit, as Agent may determine) as to any Letter of Credit Obligations shall be in the amount equal to one hundred
five (105%) percent of the amount of the Letter of Credit Obligations plus the amount of any fees and expenses payable in connection therewith through the end
of the latest expiration date of the then outstanding Letters of Credit. Such payments in respect of the Obligations and cash collateral shall be remitted by wire
transfer in Federal funds to the Agent Payment Account or such other bank account of Agent, as Agent may, in its discretion, designate in writing to
Administrative Borrower for such purpose. Interest shall be due until and including the next Business Day, if the amounts so paid by Borrowers to the Agent
Payment Account or other bank account designated by Agent are received in such bank account later than 12:00 noon, New York City time. Notwithstanding
the above, Borrowers shall pay to Agent all unpaid Term Loans (including accrued and unpaid interest thereon) on the Term Loan Maturity Date.
(b) No termination of the Commitments, this Agreement or any of the other Financing Agreements shall relieve or discharge any Borrower or
Guarantor of its respective duties, obligations and covenants under this Agreement or any of the other Financing Agreements until all Obligations have been
fully and finally discharged and paid, and Agent’s continuing security interest in the Collateral and the rights and remedies of Agent and Lenders hereunder,
under the other Financing Agreements and applicable law, shall remain in effect until all such Obligations (other than indemnities and contingent Obligations
which survive the termination of this Agreement and the other Financing Agreements) have been fully and finally discharged and paid and Lenders have no
further obligations hereunder (following which all security interests and liens shall be released). Accordingly, each Borrower and Guarantor waives any rights
it may have under the UCC to demand the filing of termination statements with respect to the Collateral and Agent shall not be required to send such
termination statements to Borrowers or Guarantors, or to file them with any filing office, unless and until this Agreement and all Commitments of all Lenders
shall have been terminated in accordance with its terms and all Obligations (other than indemnities and contingent Obligations which survive the termination
of this Agreement and the other Financing Agreements) paid and satisfied in full in immediately available funds. Upon such termination, Agent will
contemporaneously provide (assuming Agent has received written notice a reasonable amount of time prior to such termination) an appropriate payoff
instrument, in form and substance reasonably satisfactory to Agent, which shall, among other things, give Borrowers and Guarantors authority to file
appropriate UCC-3 termination statements.

145

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

13.2 Interpretative Provisions .
(a) All terms used herein which are defined in Article 1, Article 8 or Article 9 of the UCC shall have the meanings given therein unless otherwise
defined in this Agreement.
(b) All references to the plural herein shall also mean the singular and to the singular shall also mean the plural unless the context otherwise

requires.
(c) All references to any Borrower, Guarantor, Agent and Lenders pursuant to the definitions set forth in the recitals hereto, or to any other Person
herein, shall include their respective successors and assigns.

(d) The words “ hereof”, “herein”, “hereunder ”, “this Agreement ” and words of similar import when used in this Agreement shall refer to this
Agreement as a whole and not any particular provision of this Agreement and as this Agreement now exists or may hereafter be amended, modified,
supplemented, extended, renewed, restated or replaced.
(e) The word “ including ” when used in this Agreement shall mean “including, without limitation” and the word “ will” when used in this
Agreement shall be construed to have the same meaning and effect as the word “shall”.

(f) An Event of Default shall continue or be continuing until such Event of Default is waived in accordance with Section 11.4 or is cured in a
manner satisfactory to Agent, if such Event of Default is capable of being cured as determined by Agent.
(g) All references to the term “ good faith ” used herein when applicable to Agent or any Lender shall mean, notwithstanding anything to the
contrary contained herein or in the UCC, honesty in fact in the conduct or transaction concerned. Borrowers and Guarantors shall have the burden of proving
any lack of good faith on the part of Agent or any Lender alleged by any Borrower or Guarantor at any time.

(h) Any accounting term used in this Agreement shall have, unless otherwise specifically provided herein, the meaning customarily given in
accordance with GAAP, and all financial computations hereunder shall be computed unless otherwise specifically provided herein, in accordance with GAAP
as consistently applied and using the same method for inventory valuation as used in the preparation of the financial statements of Parent most recently
received by Agent prior to the date hereof. Notwithstanding anything to the contrary contained in GAAP or any interpretations or other pronouncements by the
Financial Accounting Standards Board or otherwise, the term “ unqualified opinion ” as used herein to refer to opinions or reports provided by accountants
shall mean an opinion or report that is unqualified and also does not include any explanation, supplemental comment or other comment concerning the ability
of the applicable Person to continue as a going concern or the scope of the audit.
(i) In the computation of periods of time from a specified date to a later specified date, the word “ from” means “from and including”, the words
“to” and “until” each mean “to but excluding” and the word “ through” means “to and including”.
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(j) Unless otherwise expressly provided herein, (i) references herein to any agreement, document or instrument shall be deemed to include all
subsequent amendments, modifications, supplements, extensions, renewals, restatements or replacements with respect thereto, but only to the extent the same
are not prohibited by the terms hereof or of any other Financing Agreement, and (ii) references to any statute or regulation are to be construed as including all
statutory and regulatory provisions consolidating, amending, replacing, recodifying, supplementing or interpreting the statute or regulation.
(k) The captions and headings of this Agreement are for convenience of reference only and shall not affect the interpretation of this Agreement.

(l) This Agreement and other Financing Agreements may use several different limitations, tests or measurements to regulate the same or similar
matters. All such limitations, tests and measurements are cumulative and shall each be performed in accordance with their terms.
(m) This Agreement and the other Financing Agreements are the result of negotiations among and have been reviewed by counsel to Agent and the
other parties, and are the products of all parties. Accordingly, this Agreement and the other Financing Agreements shall not be construed against Agent or
Lenders merely because of Agent’s or any Lender’s involvement in their preparation.
13.3 Notices.

(a) All notices, requests and demands hereunder shall be in writing and deemed to have been given or made: (i) if delivered in Person, immediately
upon delivery; (ii) if by telex, telegram or facsimile transmission, immediately upon sending and upon confirmation of receipt; (iii) if by nationally recognized
overnight courier service with instructions to deliver the next Business Day, one (1) Business Day after sending; and (iv) if by certified mail, return receipt
requested, five (5) days after mailing. Notices delivered through electronic communications shall be effective to the extent set forth in Section 13.3(b) below. All
notices, requests and demands upon the parties are to be given to the following addresses (or to such other address as any party may designate by notice in
accordance with this Section) provided, however, that notice of Default or Event of Default may only be given as set forth in (i) or (iii) above:

If to any Borrower or Guarantor:

Vitamin Shoppe Industries Inc. - Corporate Office
2101 91st Street
North Bergen, New Jersey 07047
Attn: Vice President of Finance (or with respect
to notices of default only, General Counsel)
Telephone No.: (201) 624-3000
Telecopy No.: (201) 868-0727
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with a copy to:

Kirkland & Ellis LLP
153 East 53rd Street
New York, New York 10022
Attn: Michael T. Edsall, Esq. and Ashley Gregory, Esq.
Telephone No.: (212) 446-4800
Telecopy No.: (212) 446-4900

If to Agent or Issuing Bank:

JPMorgan Chase Bank, N.A.
270 Park Avenue, 44th Floor
New York, New York 10017
Attn: Kelly G. Maier
Telephone No.: (212) 270-0400
Telecopy No.: (646) 534-2274

with a copy to:

Vinson & Elkins LLP
2001 Ross Avenue
Suite 3700

Dallas, Texas 78201
Attn: Erec Winandy
Telephone No.: (214) 220-7756
Telecopy No.: (214) 999-7756
(b) Notices and other communications to Lenders and Issuing Bank hereunder may be delivered or furnished by electronic communication
(including e-mail and Internet or intranet websites) pursuant to procedures approved by Agent or as otherwise determined by Agent, provided, that, the
foregoing shall not apply to notices to any Lender or Issuing Bank pursuant to Section 2 hereof if such Lender or Issuing Bank, as applicable, has notified
Agent that it is incapable of receiving notices under such Section by electronic communication. Unless Agent otherwise requires, (i) notices and other
communications sent to an e-mail address shall be deemed received upon the sender’s receipt of an acknowledgement from the intended recipient (such as by
the “return receipt requested” function, as available, return e-mail or other written acknowledgement), provided, that, if such notice or other communication is
not given during the normal business hours of the recipient, such notice shall be deemed to have been sent at the opening of business on the next Business Day
for the recipient, and (ii) notices or communications posted to an Internet or intranet website shall be deemed received upon the deemed receipt by the intended
recipient at its e-mail address as described in the foregoing clause (i) of notification that such notice or communications is available and identifying the website
address therefor.
13.4 Partial Invalidity . If any provision of this Agreement is held to be invalid or unenforceable, such invalidity or unenforceability shall not invalidate
this Agreement as a whole,
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but this Agreement shall be construed as though it did not contain the particular provision held to be invalid or unenforceable and the rights and obligations of
the parties shall be construed and enforced only to such extent as shall be permitted by applicable law.

13.5 Confidentiality .
(a) Agent, each Lender and Issuing Bank shall use all reasonable efforts to keep confidential, and shall use reasonable efforts to cause its agents
(including accountants, auditors and filed examiners) to keep confidential, in accordance with its customary procedures for handling confidential information
and safe and sound lending practices, any non-public information supplied to it by any Borrower pursuant to this Agreement, provided, that, nothing
contained herein shall limit the disclosure of any such information: (i) to the extent required by statute, rule, regulation, subpoena or court order, (ii) to bank
examiners and other regulators, auditors and/or accountants, in connection with any litigation to which Agent, such Lender or Issuing Bank is a party, (iii) to
any Lender or Participant (or prospective Lender or Participant) or Issuing Bank or to any Affiliate of any Lender so long as such Lender, Participant (or
prospective Lender or Participant), Issuing Bank or Affiliate shall have been instructed to treat such information as confidential in accordance with this
Section 13.5 , or (iv) to counsel for Agent, any Lender, Participant (or prospective Lender or Participant). Agent and Lenders shall not publicly disclose
consummation of this Agreement prior to a public disclosure of the same by one of the Permitted Holders or any of their respective Affiliates or Issuing Bank.
(b) In the event that Agent, any Lender or Issuing Bank receives a request or demand to disclose any confidential information pursuant to any
subpoena or court order, Agent or such Lender or Issuing Bank, as the case may be, agrees (i) to the extent permitted by applicable law or if permitted by
applicable law, to the extent Agent or such Lender or Issuing Bank determines in good faith that it will not create any risk of liability to Agent or such Lender
or Issuing Bank, Agent or such Lender or Issuing Bank will promptly notify Administrative Borrower of such request so that Administrative Borrower may
seek a protective order or other appropriate relief or remedy and (ii) if disclosure of such information is required, disclose such information and, subject to
reimbursement by Borrowers of Agent’s or such Lender’s or Issuing Bank’s expenses, cooperate with Administrative Borrower in the reasonable efforts to
obtain an order or other reliable assurance that confidential treatment will be accorded to such portion of the disclosed information which Administrative
Borrower so designates, to the extent permitted by applicable law or if permitted by applicable law, to the extent Agent or such Lender or Issuing Bank
determines in good faith that it will not create any risk of liability to Agent or such Lender or Issuing Bank.
(c) In no event shall this Section 13.5 or any other provision of this Agreement, any of the other Financing Agreements or applicable law be
deemed: (i) to apply to or restrict disclosure of information that has been or is made public by any Borrower, Guarantor or any third party or otherwise
becomes generally available to the public other than as a result of a disclosure in violation hereof, (ii) to apply to or restrict disclosure of information that was
or becomes available to Agent, any Lender (or any Affiliate of any Lender) or Issuing Bank on a non-confidential basis from a Person other than a Borrower or
Guarantor, (iii) to require Agent, any Lender or Issuing Bank to return any materials furnished by a Borrower or Guarantor to Agent, a Lender or Issuing
Bank or prevent Agent, a Lender or Issuing Bank from responding to
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routine informational requests in accordance with the Code of Ethics for the Exchange of Credit Information promulgated by The Robert Morris Associates or
other applicable industry standards relating to the exchange of credit information. The obligations of Agent, Lenders and Issuing Bank under this Section 13.5
shall supersede and replace the obligations of Agent, Lenders and Issuing Bank under any confidentiality letter signed prior to the date hereof or any other
arrangements concerning the confidentiality of information provided by any Borrower or Guarantor to Agent or any Lender.

(d) Agent and Lenders may share with their respective Affiliates any information relating to the Credit Facility and Borrowers and Guarantors.
Agent and Lenders may disclose information relating to the Credit Facility to Gold Sheets and other similar bank trade publications with such information to
consist of deal terms and other information customarily found in such publications. In addition, Agent and Lenders and their respective Affiliates may
otherwise use the corporate names, logos and other insignia of Borrowers and Guarantors in “tombstones” or other advertisements or public statements or other
marketing materials of Agent and Lenders and their respective Affiliates.

13.6 Successors . This Agreement, the other Financing Agreements and any other document referred to herein or therein shall be binding upon and inure
to the benefit of and be enforceable by Agent, Secured Parties, Borrowers, Guarantors and their respective successors and assigns, except that no Borrower
may assign its rights under this Agreement, the other Financing Agreements and any other document referred to herein or therein without the prior written
consent of Agent and Lenders. Any such purported assignment without such express prior written consent shall be void. No Secured Party may assign its
rights and obligations under this Agreement without the prior written consent of Agent, except as provided in Section 13.7 below. The terms and provisions of
this Agreement and the other Financing Agreements are for the purpose of defining the relative rights and obligations of Borrowers, Guarantors, Agent and
Secured Parties with respect to the transactions contemplated hereby and there shall be no third party beneficiaries of any of the terms and provisions of this
Agreement or any of the other Financing Agreements.
13.7 Assignments; Participations .
(a) Each Lender may, with the prior written consent of Agent as required pursuant to the within definition of “Eligible Transferee”, assign all or,
if less than all, a portion equal to at least $5,000,000 in the aggregate for the assigning Lender, of such rights and obligations under this Agreement to one or
more Eligible Transferees (but not including for this purpose any assignments in the form of a participation), each of which assignees shall become a party to
this Agreement as a Lender by execution of an Assignment and Acceptance; provided, that, (i) such transfer or assignment will not be effective until recorded
by Agent on the Register and (ii) Agent shall have received for its sole account payment of a processing fee from the assigning Lender or the assignee in the
amount of $5,000.
(b) Agent shall maintain a register of the names and addresses of Lenders, their Commitments and the principal amount of their Loans (the
“Register”). Agent shall also maintain a copy of each Assignment and Acceptance delivered to and accepted by it and shall modify the Register to give effect to
each Assignment and Acceptance. The entries in the
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Register shall be conclusive and binding for all purposes, absent manifest error, and any Borrowers, Guarantors, Agent and Lenders may treat each Person
whose name is recorded in the Register as a Lender hereunder for all purposes of this Agreement. The Register shall be available for inspection by
Administrative Borrower and any Lender at any reasonable time and from time to time upon reasonable prior notice.
(c) Upon such execution, delivery, acceptance and recording, from and after the effective date specified in each Assignment and Acceptance, the
assignee thereunder shall be a party hereto and to the other Financing Agreements and, to the extent that rights and obligations hereunder have been assigned to
it pursuant to such Assignment and Acceptance, have the rights and obligations (including, without limitation, the obligation to participate in Letter of Credit
Obligations) of a Lender hereunder and thereunder and the assigning Lender shall, to the extent that rights and obligations hereunder have been assigned by it
pursuant to such Assignment and Acceptance, relinquish its rights and be released from its obligations under this Agreement.
(d) By execution and delivery of an Assignment and Acceptance, the assignor and assignee thereunder confirm to and agree with each other and
the other parties hereto as follows: (i) other than as provided in such Assignment and Acceptance, the assigning Lender makes no representation or warranty
and assumes no responsibility with respect to any statements, warranties or representations made in or in connection with this Agreement or any of the other
Financing Agreements or the execution, legality, enforceability, genuineness, sufficiency or value of this Agreement or any of the other Financing Agreements
furnished pursuant hereto, (ii) the assigning Lender makes no representation or warranty and assumes no responsibility with respect to the financial condition
of any Borrower, Guarantor or any of their Subsidiaries or the performance or observance by any Borrower or Guarantor of any of the Obligations; (iii) such
assignee confirms that it has received a copy of this Agreement and the other Financing Agreements, together with such other documents and information it has
deemed appropriate to make its own credit analysis and decision to enter into such Assignment and Acceptance, (iv) such assignee will, independently and
without reliance upon the assigning Lender, Agent and based on such documents and information as it shall deem appropriate at the time, continue to make its
own credit decisions in taking or not taking action under this Agreement and the other Financing Agreements, (v) such assignee appoints and authorizes Agent
to take such action as agent on its behalf and to exercise such powers under this Agreement and the other Financing Agreements as are delegated to Agent by the
terms hereof and thereof, together with such powers as are reasonably incidental thereto, and (vi) such assignee agrees that it will perform in accordance with
their terms all of the obligations which by the terms of this Agreement and the other Financing Agreements are required to be performed by it as a Lender. Agent
and Lenders may furnish any information concerning any Borrower or Guarantor in the possession of Agent or any Lender from time to time to assignees and
Participants.

(e) Each Lender may sell participations to one or more banks or other entities in or to all or a portion of its rights and obligations under this
Agreement and the other Financing Agreements (including, all or a portion of its Commitments and the Loans owing to it and its participation in the Letter of
Credit Obligations, without the consent of Agent or the other Lenders); provided, that, (i) such Lender’s obligations under this Agreement (including, without
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limitation, its Commitment hereunder) and the other Financing Agreements shall remain unchanged, (ii) such Lender shall remain solely responsible to the
other parties hereto for the performance of such obligations, and Borrowers, Guarantors, the other Lenders and Agent shall continue to deal solely and directly
with such Lender in connection with such Lender’s rights and obligations under this Agreement and the other Financing Agreements, and (iii) the Participant
shall not have any rights under this Agreement or any of the other Financing Agreements (the Participant’s rights against such Lender in respect of such
participation to be those set forth in the agreement executed by such Lender in favor of the Participant relating thereto) and all amounts payable by any
Borrower or Guarantor hereunder shall be determined as if such Lender had not sold such participation.
(f) Nothing in this Agreement shall prevent or prohibit any Lender from pledging its Loans hereunder to a Federal Reserve Bank in support of
borrowings made by such Lenders from such Federal Reserve Bank; provided, that, no such pledge shall release such Lender from any of its obligations
hereunder or substitute any such pledgee for such Lender as a party hereto.

(g) Borrowers and Guarantors shall assist Agent or any Lender permitted to sell assignments or participations under this Section 13.7 in whatever
manner reasonably necessary in order to enable or effect any such assignment or participation, including (but not limited to) the execution and delivery of any
and all agreements, notes and other documents and instruments as shall be requested and the delivery of informational materials, appraisals or other
documents for, and the participation of relevant management in meetings and conference calls with, potential Lenders or Participants. Borrowers shall certify
the correctness, completeness and accuracy, in all material respects, of all descriptions of Borrowers and Guarantors and their affairs provided, prepared or
reviewed by any Borrower or Guarantor that are contained in any selling materials and all other information provided by it and included in such materials.

(h) Any Lender that is an Issuing Bank may at any time assign all of its Commitments pursuant to this Section 13.7 . If such Issuing Bank
ceases to be Lender, it may, at its option, resign as Issuing Bank and such Issuing Bank’s obligations to issue Letters of Credit shall terminate but it shall
retain all of the rights and obligations of Issuing Bank hereunder with respect to Letters of Credit outstanding as of the effective date of its resignation and all
Letter of Credit Obligations with respect thereto (including the right to require Revolving Lenders to make Revolving Loans or fund risk participations in
outstanding Letter of Credit Obligations), shall continue.

13.8 Entire Agreement . This Agreement, the other Financing Agreements, any supplements hereto or thereto, and any instruments or documents delivered
or to be delivered in connection herewith or therewith represents the entire agreement and understanding concerning the subject matter hereof and thereof between
the parties hereto, and supersede all other prior agreements, understandings, negotiations and discussions, representations, warranties, commitments,
proposals, offers and contracts concerning the subject matter hereof, whether oral or written. In the event of any inconsistency between the terms of this
Agreement and any schedule or exhibit hereto, the terms of this Agreement shall govern.
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13.9 USA Patriot Act . Each Lender subject to the USA PATRIOT Act (Title III of Pub.L. 107-56 (signed into law October 26, 2001) (the “ Act”) hereby
notifies Borrowers and Guarantors that pursuant to the requirements of the Act, it is required to obtain, verify and record information that identifies each
Person or corporation who opens an account and/or enters into a business relationship with it, which information includes the name and address of Borrowers
and Guarantors and other information that will allow such Lender to identify such Person in accordance with the Act and any other applicable law. Borrowers
and Guarantors are hereby advised that any Loans or Letters of Credit hereunder are subject to satisfactory results of such verification.
13.10 Counterparts, Etc . This Agreement or any of the other Financing Agreements may be executed in any number of counterparts, each of which shall
be an original, but all of which taken together shall constitute one and the same agreement. Delivery of an executed counterpart of this Agreement or any of the
other Financing Agreements by telefacsimile or other electronic method of transmission shall have the same force and effect as the delivery of an original
executed counterpart of this Agreement or any of such other Financing Agreements. Any party delivering an executed counterpart of any such agreement by
telefacsimile or other electronic method of transmission shall also deliver an original executed counterpart, but the failure to do so shall not affect the validity,
enforceability or binding effect of such agreement.

13.11 Restatement . The Existing Credit Agreement is hereby amended and restated in its entirety by this Agreement.
[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]

153

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

IN WITNESS WHEREOF, Agent, Lenders, Borrowers and Guarantors have caused these presents to be duly executed as of the day and year first
above written.
BORROWERS

VITAMIN SHOPPE INDUSTRIES INC.
By: /S/ Michael Archbold
Name: Michael Archbold
Title: EVP, CFO

VS DIRECT INC.
By: /S/ Michael Archbold
Name: Michael Archbold
Title: EVP, CFO

GUARANTORS
VITAMIN SHOPPE, INC.
By: /S/ Michael Archbold
Name: Michael Archbold
Title: EVP, CFO

[SIGNATURES CONTINUED ON NEXT PAGE]
[Signature Page to Loan and Security Agreement]
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[SIGNATURES CONTINUED FROM PREVIOUS PAGE]

AGENT
JPMORGAN CHASE BANK, N.A.,
as Agent and Issuing Bank

By: /S/ Kelly G. Maier
Name: Kelly G. Maier
Title: Vice President
LENDERS

JPMORGAN CHASE BANK, N.A.,
as Agent and Issuing Bank

By: /S/ Kelly G. Maier
Name: Kelly G. Maier
Title: Vice President
[Signature Page to Loan and Security Agreement]

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Reference is made to (1) that certain Guarantee dated September 25, 2009 executed by Vitamin Shoppe Industries, Inc. and Vitamin Shoppe, Inc. (f/k/a/ VS
Holdings, Inc.) in favor of Agent (the “ Vitamin Shoppe Industries Guarantee ”) and (2) that certain Guarantee dated September 25, 2009 executed by VS Direct
Inc. and Vitamin Shoppe, Inc. (f/k/a VS Holdings, Inc.) in favor of Agent (the “ VS Direct Guarantee ” together with the Vitamin Shoppe Industries Guarantee,
the “Guarantees ”). Each Guarantor hereby acknowledges, ratifies and confirms its obligations to Agent under the Guarantees, as applicable, after giving effect
to this Agreement. As ratified hereby, the Guarantees remain in full force and effect.

VITAMIN SHOPPE, INC.

By: /S/ Michael Archbold
Name: Michael Archbold
Title: EVP, CFO
VS DIRECT INC.

By: /S/ Michael Archbold
Name: Michael Archbold
Title: EVP, CFO
VITAMIN SHOPPE INDUSTRIES, INC.

By: /S/ Michael Archbold
Name: Michael Archbold
Title: EVP, CFO
[Signature Page to Loan and Security Agreement]
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Schedule 1.36
Commitments
Lender

Term Loan Commitment

Revolving Commitment

JPMorgan Chase Bank, N.A.
Total

$70,000,000.00
$70,000,000.00

$25,000,000.00
$25,000,000.00

Schedule 1.36 - 1
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EXHIBIT A
TO

LOAN AND SECURITY AGREEMENT
Form of Assignment and Acceptance Agreement

ASSIGNMENT AND ACCEPTANCE AGREEMENT
This ASSIGNMENT AND ACCEPTANCE AGREEMENT (this “ Assignment and Acceptance ”) dated as of
(the “Assignor ”) and
(the “Assignee ”).

, 200

is made between

WITNESSETH:
WHEREAS, JPMorgan Chase Bank, N.A., in its capacity as agent pursuant to the Loan Agreement (as hereinafter defined) acting for and on behalf of
the financial institutions which are parties thereto as lenders (in such capacity, “ Agent”), and the financial institutions which are parties to the Loan Agreement
as lenders (individually, each a “ Lender” and collectively, “Lenders”) have entered or are about to enter into financing arrangements pursuant to which Agent
and Lenders may make loans and advances and provide other financial accommodations to Vitamin Shoppe Industries Inc., and VS Direct Inc. (collectively,
“Borrowers ”) as set forth in the Amended and Restated Loan and Security Agreement, dated January 20, 2011, by and among Borrowers, certain of their
affiliates, Agent and Lenders (as the same now exists or may hereafter be amended, modified, supplemented, extended, renewed, restated or replaced, the
“Loan Agreement ”), and the other agreements, documents and instruments referred to therein or at any time executed and/or delivered in connection therewith or
related thereto (all of the foregoing, together with the Loan Agreement, as the same now exist or may hereafter be amended, modified, supplemented, extended,
renewed, restated or replaced, being collectively referred to herein as the “ Financing Agreements ”);
WHEREAS, as provided under the Loan Agreement, Assignor committed to making Revolving Loans (the “ Committed Revolving Loans ”) to Borrowers
in an aggregate amount not to exceed $
(the “Revolving Commitment ”); [and made Term Loans to Borrowers in an aggregate amount of

$

].

WHEREAS, Assignor wishes to assign to Assignee [(a)] [part of the] [all] rights and obligations of Assignor under the Loan Agreement in respect of
its Revolving Commitment in an amount equal to $
(the “Assigned Revolving Commitment Amount ”) on the terms and subject to the conditions set
forth herein and Assignee wishes to accept assignment of such rights and to assume such obligations from Assignor on such terms and subject to such
conditions; [and (b) [part of] [all] the Term Loans of Assignor in an amount equal to $
(the “Assigned Term Loan Amount ”).
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NOW, THEREFORE, in consideration of the foregoing and the mutual agreements contained herein, the parties hereto agree as follows:

1.

Assignment and Acceptance .

(a) Subject to the terms and conditions of this Assignment and Acceptance, Assignor hereby sells, transfers and assigns to Assignee, and
Assignee hereby purchases, assumes and undertakes from Assignor, without recourse and without representation or warranty (except as provided in this
Assignment and Acceptance) an interest in (i) the Revolving Commitment [and] [g] each of the Committed Revolving Loans of Assignor [and the Term
Loans in the aggregate amount of $
]; and (ii) all related rights, benefits, obligations, liabilities and indemnities of the Assignor under and in
connection with the Loan Agreement and the other Financing Agreements, so that after giving effect thereto, the Revolving Commitment of Assignee shall be as
set forth below and the Pro Rata Share of Assignee (A) with respect to Revolving Loans shall be
( %) percent and (B) with respect to Term
Loans shall be
( %) percent.
With effect on and after the Effective Date (as defined in Section 5 hereof), Assignee shall be a party to the Loan Agreement and succeed to all of the
rights and be obligated to perform all of the obligations of a Lender under the Loan Agreement, including the requirements concerning confidentiality and the
payment of indemnification, with the Revolving Commitment in an amount equal to the Assigned Revolving Commitment Amount and the Term Loans in an
amount equal to the Assigned Term Loan Amount. Assignee agrees that it will perform in accordance with their terms all of the obligations which by the terms
of the Loan Agreement are required to be performed by it as a Lender. It is the intent of the parties hereto that (a) the Revolving Commitment of Assignor shall,
as of the Effective Date, be reduced by an amount equal to the Assigned Revolving Commitment Amount and (b) the Term Loans of Assignor shall, as of the
Effective Date, be reduced by an amount equal to the Assigned Term Loan Amount, and Assignor shall relinquish its rights and be released from its
obligations under the Loan Agreement to the extent such obligations have been assumed by Assignee; provided, that, Assignor shall not relinquish its rights
under Sections 2.3 , 6.4, 6.9, 11.6 and 12.5 of the Loan Agreement to the extent such rights relate to the time prior to the Effective Date.
After giving effect to the assignment and assumption set forth herein, on the Effective Date Assignee’s Assigned Revolving Commitment will be

$

.

After giving effect to the assignment and assumption set forth herein, on the Effective Date Assignor’s Revolving Commitment will be $
amount may be further reduced by any other assignments by Assignor on or after the date hereof).

(as such

After giving effect to the assignment and assumption set forth herein, on the Effective Date Assignor’s Assigned Term Loan Amount will be $
(as such amount may be further reduced by any other assignments by Assignor on or after the date hereof).

2.

Payments .

(a) As consideration for the sale, assignment and transfer contemplated in Section 1 hereof, Assignee shall pay to Assignor on the Effective Date in
immediately available
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funds an amount equal to $
Term Loan Amount.

, representing Assignee’s Pro Rata Share of the principal amount of all Committed Loans and the Assignee’s Assigned

(b) Assignee shall pay to Agent the processing fee in the amount specified in Section 13.7(a) of the Loan Agreement.
3. Reallocation of Payments . Any interest, fees and other payments accrued to the Effective Date with respect to the Revolving Commitment, Committed
Loans [, Assigned Term Loan Amount] and outstanding Letters of Credit shall be for the account of Assignor. Any interest, fees and other payments
accrued on and after the Effective Date with respect to the Assigned Revolving Commitment Amount [and Assigned Term Loan Amount] shall be for the
account of Assignee. Each of Assignor and Assignee agrees that it will hold in trust for the other party any interest, fees and other amounts which it may
receive to which the other party is entitled pursuant to the preceding sentence and pay to the other party any such amounts which it may receive promptly upon
receipt.

4. Independent Credit Decision . Assignee acknowledges that it has received a copy of the Loan Agreement and the Schedules and Exhibits thereto,
together with copies of the most recent financial statements of Parent and its Subsidiaries, and such other documents and information as it has deemed
appropriate to make its own credit and legal analysis and decision to enter into this Assignment and Acceptance and agrees that it will, independently and
without reliance upon Assignor, Agent or any Lender and based on such documents and information as it shall deem appropriate at the time, continue to make
its own credit and legal decisions in taking or not taking action under the Loan Agreement.

5.

Effective Date; Notices .

, 20

(a) As between Assignor and Assignee, the effective date for this Assignment and Acceptance shall be
provided, that, the following conditions precedent have been satisfied on or before the Effective Date:

(the “Effective Date ”);

(i) this Assignment and Acceptance shall be executed and delivered by Assignor and Assignee;
(ii) the consent of Agent as required for an effective assignment of the Assigned Commitment Amount [and Assigned Term Loan Amount] by
Assignor to Assignee shall have been duly obtained and shall be in full force and effect as of the Effective Date;

(iii) written notice of such assignment, together with payment instructions, addresses and related information with respect to Assignee, shall have
been given to Administrative Borrower and Agent;

(iv) Assignee shall pay to Assignor all amounts due to Assignor under this Assignment and Acceptance; and
(v) the processing fee referred to in Section 2(b) hereof shall have been paid to Agent.
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(b) Promptly following the execution of this Assignment and Acceptance, Assignor shall deliver to Administrative Borrower and Agent for
acknowledgment by Agent, a Notice of Assignment in the form attached hereto as Schedule 1 .

6.

Agent. [INCLUDE ONLY IF ASSIGNOR IS AN AGENT]

(a) Assignee hereby appoints and authorizes Assignor in its capacity as Agent to take such action as agent on its behalf to exercise such powers
under the Loan Agreement as are delegated to Agent by Lenders pursuant to the terms of the Loan Agreement.
(b) Assignee shall assume no duties or obligations held by Assignor in its capacity as Agent under the Loan Agreement.

7. Withholding Tax. Assignee (a) represents and warrants to Assignor, Agent and Borrowers that under applicable law and treaties no tax will be
required to be withheld by Assignee, Agent or Borrowers with respect to any payments to be made to Assignee hereunder or under any of the Financing
Agreements, (b) agrees to furnish (if it is organized under the laws of any jurisdiction other than the United States or any State thereof) to Agent and Borrowers
prior to the time that Agent or Borrowers are required to make any payment of principal, interest or fees hereunder, duplicate executed originals of either U.S.
Internal Revenue Service Form W-8BEN or W-8ECI, as applicable (wherein Assignee claims entitlement to the benefits of a tax treaty that provides for a
complete exemption from U.S. federal income withholding tax on all payments hereunder) and agrees to provide new such forms upon the expiration of any
previously delivered form or comparable statements in accordance with applicable U.S. law and regulations and amendments thereto, duly executed and
completed by Assignee, and (c) agrees to comply with all applicable U.S. laws and regulations with regard to such withholding tax exemption.
8.

Representations and Warranties.

(a) Assignor represents and warrants that (i) it is the legal and beneficial owner of the interest being assigned by it hereunder and that such interest
is free and clear of any security interest, lien, encumbrance or other adverse claim, (ii) it is duly organized and existing and it has the full power and authority
to take, and has taken, all action necessary to execute and deliver this Assignment and Acceptance and any other documents required or permitted to be
executed or delivered by it in connection with this Assignment and Acceptance and to fulfill its obligations hereunder, (iii) no notices to, or consents,
authorizations or approvals of, any Person are required (other than any already given or obtained) for its due execution, delivery and performance of this
Assignment and Acceptance, and apart from any agreements or undertakings or filings required by the Loan Agreement, no further action by, or notice to, or
filing with, any Person is required of it for such execution, delivery or performance, and (iv) this Assignment and Acceptance has been duly executed and
delivered by it and constitutes the legal, valid and binding obligation of Assignor, enforceable against Assignor in accordance with the terms hereof, subject, as
to enforcement, to bankruptcy, insolvency, moratorium, reorganization and other laws of general application relating to or affecting creditors’ rights and to
general equitable principles.
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(b) Assignor makes no representation or warranty and assumes no responsibility with respect to any statements, warranties or representations
made in or in connection with the Loan Agreement or any of the other Financing Agreements or the execution, legality, validity, enforceability, genuineness,
sufficiency or value of the Loan Agreement or any other instrument or document furnished pursuant thereto. Assignor makes no representation or warranty in
connection with, and assumes no responsibility with respect to, the solvency, financial condition or statements of Borrowers, Guarantors or any of their
respective Affiliates, or the performance or observance by Borrowers, Guarantors or any other Person, of any of its respective obligations under the Loan
Agreement or any other instrument or document furnished in connection therewith.

(c) Assignee represents and warrants that (i) it is duly organized and existing and it has full power and authority to take, and has taken, all action
necessary to execute and deliver this Assignment and Acceptance and any other documents required or permitted to be executed or delivered by it in connection
with this Assignment and Acceptance, and to fulfill its obligations hereunder, (ii) no notices to, or consents, authorizations or approvals of, any Person are
required (other than any already given or obtained) for its due execution, delivery and performance of this Assignment and Acceptance, and apart from any
agreements or undertakings or filings required by the Loan Agreement, no further action by, or notice to, or filing with, any Person is required of it for such
execution, delivery or performance; and (iii) this Assignment and Acceptance has been duly executed and delivered by it and constitutes the legal, valid and
binding obligation of Assignee, enforceable against Assignee in accordance with the terms hereof, subject, as to enforcement, to bankruptcy, insolvency,
moratorium, reorganization and other laws of general application relating to or affecting creditors’ rights to general equitable principles.

9. Further Assurances . Assignor and Assignee each hereby agree to execute and deliver such other instruments, and take such other action, as either
party may reasonably request in connection with the transactions contemplated by this Assignment and Acceptance, including the delivery of any notices or
other documents or instruments to Borrowers or Agent, which may be required in connection with the assignment and assumption contemplated hereby.
10.

Miscellaneous .

(a) Any amendment or waiver of any provision of this Assignment and Acceptance shall be in writing and signed by the parties hereto. No failure
or delay by either party hereto in exercising any right, power or privilege hereunder shall operate as a waiver thereof and any waiver of any breach of the
provisions of this Assignment and Acceptance shall be without prejudice to any rights with respect to any other for further breach thereof.
(b) All payments made hereunder shall be made without any set-off or counterclaim.

(c) Assignor and Assignee shall each pay its own costs and expenses incurred in connection with the negotiation, preparation, execution and
performance of this Assignment and Acceptance.
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(d) This Assignment and Acceptance may be executed in any number of counterparts and all of such counterparts taken together shall be deemed
to constitute one and the same instrument.

(e) THIS ASSIGNMENT AND ACCEPTANCE SHALL BE GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAW
OF THE STATE OF NEW YORK. Assignor and Assignee each irrevocably submits to the non-exclusive jurisdiction of any State or Federal court sitting in
New York County, New York over any suit, action or proceeding arising out of or relating to this Assignment and Acceptance and irrevocably agrees that all
claims in respect of such action or proceeding may be heard and determined in such New York State or Federal court. Each party to this Assignment and
Acceptance hereby irrevocably waives, to the fullest extent it may effectively do so, the defense of an inconvenient forum to the maintenance of such action or
proceeding.
(f) ASSIGNOR AND ASSIGNEE EACH HEREBY KNOWINGLY, VOLUNTARILY AND INTENTIONALLY WAIVE ANY RIGHTS
THEY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION BASED HEREON, OR ARISING OUT OF, UNDER, OR IN
CONNECTION WITH THIS ASSIGNMENT AND ACCEPTANCE, THE LOAN AGREEMENT, ANY OF THE OTHER FINANCING
AGREEMENTS OR ANY RELATED DOCUMENTS AND AGREEMENTS OR ANY COURSE OF CONDUCT, COURSE OF DEALING, OR
STATEMENTS (WHETHER ORAL OR WRITTEN).
IN WITNESS WHEREOF, Assignor and Assignee have caused this Assignment and Acceptance to be executed and delivered by their duly authorized
officers as of the date first above written.

[ASSIGNOR]
By:
Title:

[ASSIGNEE]
By:
Title:
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SCHEDULE 1
NOTICE OF ASSIGNMENT AND ACCEPTANCE

, 20
JPMorgan Chase Bank, N.A., as Agent
2200 Ross Avenue, 9th Floor
Dallas, Texas 75201
Attn.: Portfolio Manager — Vitamin Shoppe
Re:

Vitamin Shoppe Industries Inc.

Ladies and Gentlemen:

JPMorgan Chase Bank, N.A., in its capacity as agent pursuant to the Loan Agreement (as hereinafter defined) acting for and on behalf of the financial
institutions which are parties thereto as lenders (in such capacity, “ Agent”), and the financial institutions which are parties to the Loan Agreement as lenders
(individually, each a “Lender” and collectively, “Lenders”) have entered or are about to enter into financing arrangements pursuant to which Agent and Lenders
may make loans and advances and provide other financial accommodations to Vitamin Shoppe Industries Inc., and VS Direct Inc.(collectively, “ Borrowers ”)
as set forth in the Amended and Restated Loan and Security Agreement, dated January 20, 2011 by and among Borrowers, certain of their affiliates, Agent and
Lenders (as the same now exists or may hereafter be amended, modified, supplemented, extended, renewed, restated or replaced, the “ Loan Agreement ”), and
the other agreements, documents and instruments referred to therein or at any time executed and/or delivered in connection therewith or related thereto (all of the
foregoing, together with the Loan Agreement, as the same now exist or may hereafter be amended, modified, supplemented, extended, renewed, restated or
replaced, being collectively referred to herein as the “ Financing Agreements ”). Capitalized terms not otherwise defined herein shall have the respective meanings
ascribed thereto in the Loan Agreement.
1. We hereby give you notice of, and request your consent to, the assignment by
(the “Assignor ”) to
(the “Assignee ”) such
that after giving effect to the assignment Assignee shall have an interest equal to
(__%) percent of the total Revolving Commitments pursuant to
the Assignment and Acceptance Agreement attached hereto (the “ Assignment and Acceptance ”). We understand that the Assignor’s Revolving Commitment
shall be reduced by $
, as the same may be further reduced by other assignments on or after the date hereof.
2. Assignee agrees that, upon receiving the consent of Agent to such assignment, Assignee will be bound by the terms of the Loan Agreement as fully and
to the same extent as if the Assignee were the Lender originally holding such interest under the Loan Agreement.
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3.

The following administrative details apply to Assignee:
(a)

Notice address:

Assignee name: _____________________________
Address: __________________________________
Attention: _________________________________
Telephone: ________________________________
Telecopier: ________________________________
(b)

Payment instructions:

Account No.: _______________________________
At: _______________________________________
Reference: _________________________________
Attention: _________________________________
4. You are entitled to rely upon the representations, warranties and covenants of each of Assignor and Assignee contained in the Assignment and
Acceptance.

IN WITNESS WHEREOF, Assignor and Assignee have caused this Notice of Assignment and Acceptance to be executed by their respective duly
authorized officials, officers or agents as of the date first above mentioned.

Very truly yours,

[NAME OF ASSIGNOR]
By:
Title:

[NAME OF ASSIGNEE]
By:
Title:
ACKNOWLEDGED AND ASSIGNMENT CONSENTED TO:
JPMORGAN CHASE BANK, N.A., as Agent

By:
Title:
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EXHIBIT B

TO

LOAN AND SECURITY AGREEMENT
Information Certificate
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EXHIBIT C
TO

LOAN AND SECURITY AGREEMENT
Form of Compliance Certificate

To:

JPMorgan Chase Bank, N.A., as Agent
2200 Ross Avenue, 9th Floor
Dallas, Texas 75201
Attn.: Portfolio Manager — Vitamin Shoppe

Ladies and Gentlemen:

I hereby certify to you pursuant to Section 9.6 of the Loan Agreement (as defined below) as follows:

1. I am the duly elected Chief Financial Officer of Vitamin Shoppe Industries Inc., a New York corporation, and VS Direct Inc., a Delaware corporation
(collectively, “Borrowers ”). Capitalized terms used herein without definition shall have the meanings given to such terms in the Amended and Restated Loan
and Security Agreement, dated January 20, 2011 by and among JPMorgan Chase Bank, N.A., as agent for the financial institutions party thereto as lenders
(in such capacity, “Agent”) and the financial institutions party thereto as lenders (collectively, “ Lenders”), Borrowers and certain of their affiliates (as such
Loan and Security Agreement is amended, modified or supplemented, from time to time, the “Loan Agreement”).
2. I have reviewed the terms of the Loan Agreement, and have made, or have caused to be made under my supervision, a review in reasonable detail of
the transactions and the financial condition of Borrowers and Guarantors, during the immediately preceding fiscal month.

3. The review described in Section 2 above did not disclose the existence during or at the end of such fiscal month, and I have no knowledge of the
existence and continuance on the date hereof, of any condition or event which constitutes a Default or an Event of Default, except as set forth on Schedule I
attached hereto. Described on Schedule I attached hereto are the exceptions, if any, to this Section 3 listing, in detail, the nature of the condition or event, the
period during which it has existed and the action which any Borrower or Guarantor has taken, is taking, or proposes to take with respect to such condition or
event.

4. I further certify that, based on the review described in Section 2 above, no Borrower or Guarantor has at any time during or at the end of such fiscal
month, except as specifically described on Schedule II attached hereto or as permitted by the Loan Agreement, done any of the following:

(a) Changed its respective corporate name, or transacted business under any trade name, style, or fictitious name, other than those previously
described to you and set forth in the Financing Agreements.
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(b) Changed the location of its chief executive office, changed its jurisdiction of incorporation, changed its type of organization or changed the
location of or disposed of any of its properties or assets (other than pursuant to the sale of Inventory in the ordinary course of its business or as otherwise
permitted by Section 9.7 of the Loan Agreement).

(c) Materially changed the terms upon which it sells goods (including sales on consignment) or provides services, nor has any vendor or trade
supplier to any Borrower or Guarantor during or at the end of such period materially adversely changed the terms upon which it supplies goods to any
Borrower or Guarantor.
(d) Permitted or suffered to exist any security interest in or liens on any of its properties, whether real or personal, other than as specifically
permitted in the Financing Agreements.
(e) Become aware of, obtained knowledge of, or received notification of, any breach or violation of any material covenant contained in any
instrument or agreement in respect of Indebtedness for money borrowed by any Borrower or Guarantor.

(f) Obtained or acquired any new trademark registration or filed or acquired any new trademark application, except as set forth in Schedule IV
hereto.

5. Attached hereto as Schedule III are the calculations used in determining, as of the end of such fiscal month whether Borrowers and Guarantors are in
compliance with the covenants set forth in Section 9.17 of the Loan Agreement for such fiscal month.
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The foregoing certifications are made and delivered this day of

.
Very truly yours,
VITAMIN SHOPPE INDUSTRIES INC.,
as Administrative Borrower

By:
Title:
C-2
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EXHIBIT D
TO

LOAN AND SECURITY AGREEMENT
Form of Borrower Base Certificate
See attached
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Exhibit 10.29

February 10, 2011
Brenda Galgano
Address on file with the Company
Dear Ms. Galgano:

Vitamin Shoppe Industries Inc. (“Company”) is very pleased to offer you the position of Chief Financial Officer reporting to the Chief Executive Officer
contingent on a successful drug screening and background investigation. Your start date will be on or about April 4, 2011.

The details of our offer are as follows:

•

Weekly rate of $8,653.85 annualized at $450,000. Your first performance appraisal and merit review will be in March 2012 and annually
thereafter.

•

You will be guaranteed 50% of your bonus paid in accordance with VS Management Incentive Plan (MIP) for 50% of salary commencing with the
year 2011, to be paid in March 2012. If you choose, the fifty percent (50%) of bonus will be payable within 30 days of hire and taxed
accordingly. The remainder of any earned bonus will be paid in March 2012. Additionally, should you choose payment within the first 30 days of
employment and you resign your employment for any reason whatsoever, or shall be dismissed by the Company due to violation of The Vitamin
Shoppe’s Standards of Business Conduct, and/or any other company policy governing the ethical performance of your job and/or any other law
applicable to the ethical conduct of business, or any conduct giving rise to immediate discharge (other than performance) within the first year of
employment, then you shall refund and repay to The Vitamin Shoppe one hundred percent (100%) of this amount.

•

You will receive 25,000 restricted shares of Vitamin Shoppe stock which will have a four year vesting period.

•

You will be eligible to participate in the company’s long term incentive program beginning in 2012.

•

Cell telephone allowance and data plan paid in accordance with our company policy.

•

Health care plan including dental begins on the first day of the month following one full calendar month of employment. Dependent coverage is
also available. The plans require associate contributions, which vary based upon the selected coverage. The company will reimburse you for the
difference between the cost of COBRA and the Vitamin Shoppe plan of your choice for the wait period until you become benefits eligible.

•

Company-paid three-time annual salary in basic life insurance and AD&D to a maximum of $500,000.

•

Company-paid Long Term Disability.

•

401(k) eligibility on the first day of the month following one full calendar month of employment. Following one full year of employment, the
Company will match 100% of the first 3% and 50% of the next 2% of your contribution.

•

Deferred compensation eligibility on the first day of the month following one full calendar month of employment.

•

Twenty-seven paid time off (PTO) days annually, which will become available pro-rata on a weekly basis.

•

Six holidays including Memorial Day, July 4th, Labor Day, Thanksgiving Day, Christmas Day, and New Years Day.

Please understand that the above is simply a brief description of each of the various benefit and compensation plans. You should refer to the actual plan
documents for more specific details of each of our benefit plans.
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Except insofar as certain benefits may become vested, all associate benefits, including but not limited to those identified above, are subject to revision or
termination at any time at the Company’s sole discretion.
It is agreed that the employment relationship between the Associate and the Company, commonly referred to as “employment-at-will” is not for any definite
period of time and may be terminated by either the Associate, or by the Company, at any time, and for any, or for no, reason. This “employment-at-will”
policy will apply to you throughout your employment by Vitamin Shoppe and cannot be modified except by an express, written contract that is executed by the
Chief Executive Officer and you.

You acknowledge and agree that all writings, inventions, improvements, processes, procedures, programs, techniques and other data and information that are
furnished to you by the Company or that you design, generate or develop in connection with your employment with the Company, whether on the Company’s
property or otherwise, whether alone or with others, are and will remain the sole and confidential property of the Company. You specifically agree that all
materials that you design, generate or develop in connection with your employment with the Company will be considered “works made for hire” under
applicable law and that all such material will be owned exclusively by the Company. You hereby assign and transfer to the Company all right, title and interest
that you may have in and to such materials under patent, copyright, trade secret, trademark and other applicable laws. During your employment by Vitamin
Shoppe, you agree that you will not, directly or indirectly, either for yourself or for any other person, business, or entity, hire from Vitamin Shoppe or attempt
to hire, divert or take away from Vitamin Shoppe, any of the business of Vitamin Shoppe or any officer or associate of Vitamin Shoppe.
Upon commencement of employment you will be asked to sign an agreement further acknowledging the confidential nature of all information disclosed in
connection with your employment by Vitamin Shoppe.

You hereby represent and warrant that there are no restrictions upon you arising out of prior employment, or otherwise, that would in any way adversely
impact your ability to perform your duties for Vitamin Shoppe, including but not limited to any prohibitions on you soliciting any prior customers or contacts
for business or services or prospective associates to work for Vitamin Shoppe.

The Vitamin Shoppe supports a Drug Free Work Environment. Your employment is contingent upon successful completion of a drug test within twenty-four
hours of the drug test being scheduled A Human Resources Representative will coordinate this process with you. Any questions regarding our drug policy may
be directed to the Human Resources Department, which is available weekdays from 9am to 6pm or call 201-624-3229 for special arrangements.
Your employment is also contingent upon a successful background check. A Human Resources Representative will coordinate this process with you.
Please indicate your acceptance by returning a signed copy of this offer to me at the above address.

We look forward with pleasure to your joining The Vitamin Shoppe.

Regards,
/s/ Michael Simon
Michael Simon
Vice President of Human Resources
Acknowledgment:

I have carefully read and fully understand each of the items of the forgoing offer of employment. I acknowledge and agree to the terms of employment outlined
herein:

/s/ Brenda Galgano
Brenda Galgano
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Exhibit 10.30

AMENDMENT NO. 3 TO EMPLOYMENT AND NON-COMPETITION AGREEMENT

THIS AMENDMENT NO. 3 TO EMPLOYMENT AND NON-COMPETITION AGREEMENT, (this “Agreement”) is made as of February 28, 2011, by
and among Michael G. Archbold (“Executive”), Vitamin Shoppe, Inc., a Delaware Corporation, (“Parent”) and Vitamin Shoppe Industries Inc., a Delaware
corporation (the “Company”).
Reference is made to that certain Employment and Non-Competition Agreement by and between Executive, Parent and Company dated April 16, 2007, as
amended on December 28, 2007, and on September 25, 2009 (the “Employment Agreement”).
WHEREAS, the parties to this Agreement desire to amend the Employment Agreement as provided herein;

NOW, THEREFORE, in consideration of the mutual covenants contained herein and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the parties hereto agree as follows:
1. Section 1 is hereby amended and restated in its entirety as follows:

1. “Position and Responsibilities . The Executive shall, effective April 4, 2011 (the “Effective Date”), serve as President and Chief Operating Officer of
each of Parent, VS Direct and the Company and, in such capacity, shall be responsible for the general business, affairs and management of the operations of
Parent, VS Direct and the Company, shall perform such duties as are customarily performed by an officer with similar responsibilities of a company of a
similar size, together with such other responsibilities that may be assigned to him by the Chief Executive Officer and the Board of Directors of Parent or the
Company, and shall have such power and authority as shall reasonably be required to enable him to perform his duties hereunder; provided, however, that in
exercising such power and authority and performing such duties, he shall at all times be subject to the authority of the Chief Executive Officer and the Board
of Directors of Parent and the Company. The Executive agrees to devote substantially all of his business time, attention and services to the diligent, faithful
and competent discharge of such duties for the successful operation of Parent’s and the Company’s business. Notwithstanding the foregoing, upon the
approval of the Compensation Committee of Parent, the Executive may serve as a director of a publicly traded company that is not a Competitive Business
(hereinafter defined), provided that such service does not interfere with the Executive’s obligations hereunder.”
2. Section 2 (A) is hereby amended and restated in its entirety as follows:

“(A) Salary. In consideration of the services to be rendered by the Executive to the Company, the Company shall, effective April 4, 2011, pay to the
Executive a base salary of $535,000 per annum (such salary as it may be increased from time to time being hereinafter referred to as the “Base Salary”).
Except as may otherwise be agreed, the Base Salary shall be payable in conformity with the Company’s customary practices for executive compensation as
such practices shall be established or modified from time to
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time but shall be payable not less frequently than monthly. The Executive shall receive such increases in his Base Salary as the Board of Directors of the
Company may from time to time approve in its sole discretion; provided, however, that the Executive’s Base Salary will be reviewed not less often than
annually, with the first performance and financial review to occur by March 31, 2012. The Executive’s Base Salary may not be decreased without his written
consent.”
3. Section 2 (B) is hereby amended and restated in its entirety as follows:

(B) Bonus and Equity Incentive Compensation. Effective April 4, 2011, each calendar year during the term of this Agreement, the Executive shall be
eligible for a cash bonus award (the “Annual Cash Bonus”) with a target amount of seventy percent (70%) of his then current base salary pursuant to the
Company’s then current Management Incentive Program (“MIP”). As currently constituted the MIP is based upon (i) the Company’s satisfaction of operating
objectives specified by the Company’s Board of Directors each year in its sole discretion, and (ii) individual members of management’s satisfaction of certain
individual operating objectives based upon their area of responsibility as specified by the Company’s Board of Directors and Chief Executive Officer in their
sole discretion. Executive acknowledges that Company reserves the right to change the structure of the MIP from time to time, provided that any change will
not affect Executive’s ability to receive an Annual Cash Bonus of up to a target amount of seventy percent (70%) of Executive base salary. Executive shall be
paid his Annual Cash Bonus on or about March 1st of the calendar year following the year to which such bonus relates, but before the end of such calendar
year. The parties acknowledge that the determination of the Annual Cash Bonus for the year in which Executive’s employment terminates (and possibly for the
prior year) shall not be known on the date Executive’s employment terminates, and, if any, shall be paid by Company to Executive not more than thirty
(30) days after the determination thereof, but in all events on or after March 1st of the calendar year following the calendar year of termination, but before the
end of such calendar year. As promptly as practicable after April 4, 2011, but in all events no later than 15 days after the Effective Date, Parent shall issue to
the Executive restricted shares Parent common stock (“Restricted Shares”) under the Parent 2009 Equity Incentive Plan (the “Plan”) worth $1,000,000. Such
Restricted Shares shall (i) subject to earlier vesting as provided in the Plan or the Restricted Stock Award Agreement, vest 50% on the third anniversary of the
Award and the remaining 50% shall vest on the fourth anniversary of the Award, and (ii) to the extent not inconsistent with this Agreement or the Restricted
Stock Award Agreement, be subject to all terms and conditions of the Plan. In addition, on the same above date of award, Parent shall grant Executive options
to purchase shares of Parent Common Stock (“Options”) under the Plan with an aggregate Black Scholes Model value of $450,000. These 2011 Options shall
be 50% pure time vested and 50% time vested together with performance vesting hurdles as determined by the Compensation Committee of the Board of
Directors. In fiscal year 2012, Executive will be eligible for a target equity grant estimated at $700,000, subject to the recommendation by the Compensation
Committee and approval of the Board of Directors and comprised as follows: (i) 75% in Options, 50% of which will be pure time vested Options and 50%
will be time vested together with performance
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vesting hurdles as determined by the Compensation Committee of the Board of Directors, and (ii) 25% in Restricted Shares which shall, subject to earlier
vesting as provided in the Plan or the Restricted Stock Award Agreement, vest 50% on the third anniversary of the Award and the remaining 50% shall vest on
the fourth anniversary of the Award. Each of the Options described in this section shall: (i) have a strike price not less than the Fair Market Value of the
Common Stock on the Date of Grant, (ii) subject to earlier vesting as provided in the Plan or the Stock Option Agreement, vest 25% per year on the annual
anniversary of the Date of Grant, over a four (4) year vesting period, (iii) expire on the tenth anniversary of the date of grant, and (iv) to the extent not
inconsistent with this Agreement or the Stock Option Agreement, be subject to all terms and conditions of the Plan. Executive acknowledges and agrees that as
required under law or Company policy, bonus and equity incentive compensation to the extent received based on erroneous information, would be subject to
recoupment for a three year period in the event of an accounting restatement due to material noncompliance by the Company with any financial reporting
requirement under the federal securities laws.
4. Section 11 is hereby amended and restated in its entirety as follows:

11. Excise Taxes. Company and Executive acknowledge that certain payments to be made under this Agreement or in connection with stock options
granted to Executive pursuant to the Amended and Restated Vitamin Shoppe 2006 Stock Option Plan and the Vitamin Shoppe 2009 Equity Incentive Plan (the
“Plans”) may be subject to section 409A of the Internal Revenue Code of 1986, as amended (the “Code”), Section 280G of the Code, or other provisions of tax
law which may impose penalties or excise taxes on certain types of compensation or payments made to Executive (collectively “Penalty Taxes”). During the
period of employment and thereafter, the Company, in its sole discretion, may propose any amendments or changes to the terms of this Agreement or the Plans
for the purpose of avoiding the imposition of any such Penalty Taxes. Executive shall fully cooperate with any such amendments or changes proposed by
Company in order to avoid the imposition of any Penalty Taxes on any payments made to or received by Executive, including but not limited to requesting that
Company’s shareholders approve the payment of any moneys due to Executive hereunder and/or under the Plans.
5. A new Section 25 is hereby added to the Employment Agreement, to read in its entirety as follows:

25. Code Section 409A Compliance .
(A) The intent of the parties is that payments and benefits under this Agreement comply with Code Section 409A and the regulations and guidance
promulgated thereunder (collectively “ Code Section 409A ”) and, accordingly, to the maximum extent permitted, this Agreement shall be interpreted to be in
compliance therewith. In no event whatsoever shall the Company be liable for any additional tax, interest or penalty that may be imposed on the Executive by
Code Section 409A or damages for failing to comply with Code Section 409A.

Source: Vitamin Shoppe, Inc., 10-K, March 09, 2011

Powered by Morningstar ® Document Research ℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this
information, except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

(B) A termination of employment shall not be deemed to have occurred for purposes of any provision of this Agreement providing for the payment of any
amount or benefit upon or following a termination of employment if such payment or benefit constitutes a “deferral of compensation” under Code
Section 409A unless such termination is also a “separation from service” within the meaning of Code Section 409A and, for purposes of any such payment or
benefit, references to a “termination,” “termination of employment” or like terms shall mean “separation from service.” Notwithstanding anything to the
contrary in this Agreement, if the Executive is deemed on the date of termination to be a “specified employee” within the meaning of that term under Code
Section 409A(a)(2)(B), then with regard to any payment or the provision of any benefit that is considered deferred compensation under Code Section 409A
payable on account of a “separation from service”, such payment or benefit shall not be made or provided until the date which is the earlier of (i) the expiration
of the six (6)-month period measured from the date of such “separation from service” of the Executive, and (ii) the date of the Executive’s death, to the extent
required under Code Section 409A. Upon the expiration of the foregoing delay period, all payments and benefits delayed pursuant to this Section (whether they
would have otherwise been payable in a single sum or in installments in the absence of such delay) shall be paid or reimbursed to the Executive in a lump
sum, and any remaining payments and benefits due under this Agreement shall be paid or provided in accordance with the normal payment dates specified for
them herein.
(C) To the extent that severance payments or benefits pursuant to this Agreement are conditioned upon the execution and delivery by the Executive of a
release of claims, the Executive shall forfeit all rights to such payments and benefits which constitute a “deferral of compensation” under Code Section 409A
unless such release is signed and delivered within sixty (60) days following the date of the Executive’s termination of employment. In this regard, the
Company agrees to provide the Executive with the form of release required under Section 5(J) no later than 5 days after the Executive’s termination date. If the
foregoing release is executed and delivered and no longer subject to revocation as provided in the preceding sentence, then the following shall apply:

(i) To the extent that any such cash payment or continuing benefit to be provided is not “nonqualified deferred compensation” for purposes of Code
Section 409A, then such payment or benefit shall commence upon the first scheduled payment date immediately following the date that the release is
executed, delivered and no longer subject to revocation (the “Release Effective Date”). The first such cash payment shall include payment of all amounts
that otherwise would have been due prior to the Release Effective Date under the terms of this Agreement applied as though such payments commenced
immediately upon the Executive’s termination of employment, and any payments made thereafter shall continue as provided herein.

(ii) To the extent that any such cash payment or continuing benefit to be provided is “nonqualified deferred compensation” for purposes of Code
Section 409A,
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then, subject to the delay set forth above in clause (B), if applicable, such payments or benefits shall be made or commence upon the sixtieth (60th) day
following the Executive’s termination of employment. The first such cash payment shall include payment of all amounts that otherwise would have been
due prior thereto under the terms of this Agreement had such payments commenced immediately upon the Executive’s termination of employment, and
any payments made thereafter shall continue as provided herein.
(D) To the extent that reimbursements or other in-kind benefits under this Agreement constitute “nonqualified deferred compensation” for purposes of Code
Section 409A, (i) all expenses or other reimbursements hereunder shall be made on or prior to the last day of the taxable year following the taxable year in
which such expenses were incurred by the Executive, (ii) any right to reimbursement or in-kind benefits shall not be subject to liquidation or exchange for
another benefit, and (iii) no such reimbursement, expenses eligible for reimbursement, or in-kind benefits provided in any taxable year shall in any way affect
the expenses eligible for reimbursement, or in-kind benefits to be provided, in any other taxable year.
(E) For purposes of Code Section 409A, the Executive’s right to receive installment payments pursuant to this Agreement shall be treated as a right to receive a
series of separate and distinct payments. Whenever a payment under this Agreement specifies a payment period with reference to a number of days, the actual
date of payment within the specified period shall be within the sole discretion of the Company.

(F) Notwithstanding any other provision of this Agreement to the contrary, in no event shall any payment under this Agreement that constitutes “nonqualified
deferred compensation” for purposes of Code Section 409A be subject to offset by any other amount unless otherwise permitted by Code Section 409A.

6. Capitalized terms used but not defined herein shall have the meanings ascribed to such terms in the Employment Agreement.
7. This Agreement is an amendment to the Employment Agreement, and to the extent there is a discrepancy between this Agreement and the Employment
Agreement, this Agreement shall control and supersede the Employment Agreement to the extent of such discrepancy. The Employment Agreement otherwise
remains in full force and effect.
8. This Agreement, the Employment Agreement (as amended by this Agreement), and those documents expressly referred to herein embody the complete
agreement and understanding among the parties and supersede and preempt and prior understandings, agreements or representations by or among the parties,
written or oral, which may have related to the subject matter hereof in any way.

***
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first written above.

Executive:

/s/ Michael Archbold
Michael G. Archbold

VITAMIN SHOPPE, INC.
(successor in merger of VS Parent, Inc. into VS Holdings Inc.)

By:
/s/ James M. Sander
Name: James M. Sander
Its:

Vice President and General Counsel

VITAMIN SHOPPE INDUSTRIES INC.

By:
/s/ James M. Sander
Name: James M. Sander
Its:

Vice President and General Counsel
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Exhibit 10.31
AMENDMENT NO. 3 TO EMPLOYMENT AND NON-COMPETITION AGREEMENT

THIS AMENDMENT NO. 3 TO EMPLOYMENT AND NON-COMPETITION AGREEMENT, (this “Agreement”) is made as of February 28, 2011, by
and among Anthony Truesdale (“Executive”), Vitamin Shoppe, Inc., a Delaware corporation, (“Parent”) and Vitamin Shoppe Industries Inc., a New York
corporation (the “Company”).
Reference is made to that certain Employment and Non-Competition Agreement by and between Executive, Parent and Company dated June 12, 2006, as
amended on December 28, 2007, and on September 25, 2009 (the “Employment Agreement”).
WHEREAS, the parties to this Agreement desire to amend the Employment Agreement as provided herein;

NOW, THEREFORE, in consideration of the mutual covenants contained herein and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the parties hereto agree as follows:
1. Section 1 is hereby amended and restated in its entirety as follows:

1. “Position and Responsibilities . The Executive shall, effective April 4, 2011 (the “Effective Date”), serve as Chief Executive Officer of each of Parent,
VS Direct, Inc. and the Company and, in such capacity, shall be responsible for the general management of the business, affairs and operations of Parent, VS
Direct and the Company, shall perform such duties as are customarily performed by a chief executive officer of a company of a similar size, and shall have
such power and authority as shall reasonably be required to enable him to perform his duties hereunder; provided, however, that in exercising such power and
authority and performing such duties, he shall at all times be subject to the authority of the Board of Directors of Parent, VS Direct and the Company. The
Executive shall report to the Board of Directors of Parent, VS Direct and the Company. The Executive shall not report or be subject to the authority of any
officer or employee of Parent, VS Direct or the Company. The Executive agrees to devote substantially all of his business time, attention and services to the
diligent, faithful and competent discharge of such duties for the successful operation of Parent’s, VS Direct’s and the Company’s business. Notwithstanding
the foregoing, upon the approval of the Compensation Committee of Parent, the Executive may serve as a director of a publicly traded company that is not a
Competitive Business (hereinafter defined), provided that such service does not interfere with the Executive’s obligations hereunder.”
2. Section 2 (A) is hereby amended and restated in its entirety as follows:

“(A) Salary. In consideration of the services to be rendered by the Executive to the Company, the Company shall, effective April 4, 2011, pay to the
Executive a base salary of $675,000 per annum (such salary as it may be increased from time to time being hereinafter referred to as the “Base Salary”).
Except as may otherwise be agreed, the Base Salary shall be payable in conformity with the Company’s customary practices for
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executive compensation as such practices shall be established or modified from time to time but shall be payable not less frequently than monthly. The
Executive shall receive such increases in his Base Salary as the Board of Directors of the Company may from time to time approve in its sole discretion;
provided, however, that the Executive’s Base Salary will be reviewed not less often than annually, with the first performance and financial review to occur in
March 2012. The Executive’s Base Salary may not be decreased without his written consent.”
3. Section 2 (B) is hereby amended and restated in its entirety as follows:

(B) “Bonus and Equity Incentive Compensation. Effective April 4, 2011, each calendar year during the term of this Agreement, the Executive shall be
eligible for a cash bonus award (the “Annual Cash Bonus”) with a target amount of one hundred percent (100%) of his then current base salary pursuant to
the Company’s then current Management Incentive Program (“MIP”). As currently constituted the MIP is based upon (i) the Company’s satisfaction of
operating objectives specified by the Company’s Board of Directors each year in its sole discretion, and (ii) individual members of management’s satisfaction
of certain individual operating objectives based upon their area of responsibility as specified by the Company’s Board of Directors in their sole discretion.
Executive acknowledges that Company reserves the right to change the structure of the MIP from time to time, provided that any change will not affect
Executive’s ability to receive an Annual Cash Bonus of up to a target amount of one hundred percent (100%) of Executive base salary. Executive shall be paid
his Annual Cash Bonus on or about March 1st of the calendar year following the year to which such bonus relates, but before the end of such calendar year.
The parties acknowledge that the determination of the Annual Cash Bonus for the year in which Executive’s employment terminates (and possibly for the prior
year) shall not be known on the date Executive’s employment terminates, and, if any, shall be paid by Company to Executive not more than thirty (30) days
after the determination thereof, but in all events on or after March 1st of the calendar year following the calendar year of termination, but before the end of such
calendar year. As promptly as practicable after April 4, 2011, but in all events no later than 15 days after the Effective Date, Parent shall issue to the Executive
restricted shares Parent common stock (“Restricted Shares”) under the Parent 2009 Equity Incentive Plan (the “Plan”) worth $1,750,000. Such Restricted
Shares shall (i) subject to earlier vesting as provided in the Plan or the Restricted Stock Award Agreement, vest 50% on the third anniversary of the Award and
the remaining 50% shall vest on the fourth anniversary of the Award, and (ii) to the extent not inconsistent with this Agreement or the Restricted Stock Award
Agreement, be subject to all terms and conditions of the Plan. In addition, on the same above date of award, Parent shall grant Executive options to purchase
shares of Parent Common Stock (“Options”) under the Plan with an aggregate Black Scholes Model value of $750,000. These 2011 Options shall be 50%
pure time vested and 50% time vested together with performance vesting hurdles as determined by the Compensation Committee of the Board of Directors. In
fiscal year 2012, Executive will be eligible for a target equity grant estimated at $1,000,000, subject to the recommendation by the Compensation Committee
and approval of the Board of Directors and comprised as follows: (i) 75% in Options, 50% of
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which will be pure time vested Options and 50% will be time vested together with performance vesting hurdles as determined by the Compensation Committee
of the Board of Directors, and (ii) 25% in Restricted Shares which shall, subject to earlier vesting as provided in the Plan or the Restricted Stock Award
Agreement, vest 50% on the third anniversary of the Award and the remaining 50% shall vest on the fourth anniversary of the Award. Each of the Options
described in this section shall: (i) have a strike price not less than the Fair Market Value of the Common Stock on the Date of Grant, (ii) subject to earlier
vesting as provided in the Plan or the Stock Option Agreement, vest 25% per year on the annual anniversary of the Date of Grant, over a four (4) year vesting
period, (iii) expire on the tenth anniversary of the date of grant, and (iv) to the extent not inconsistent with this Agreement or the Stock Option Agreement, be
subject to all terms and conditions of the Plan. Executive acknowledges and agrees that as required under law or Company policy, bonus and equity incentive
compensation to the extent received based on erroneous information, would be subject to recoupment for a three year period in the event of an accounting
restatement due to material noncompliance by the Company with any financial reporting requirement under the federal securities laws.”

4. Section 2 (E) Vacation, is amended and restated in its entirety as follows:

(E) “The Executive shall be entitled to thirty-two (32) paid time off days annually, in accordance with the plans, practices, policies and programs
applicable to the Company’s management employees generally.”
5. New Section 2 (F) Automobile Allowance, is added to the Agreement as follows:

(F) “Automobile Allowance. During the Term, the Executive shall receive a monthly automobile allowance of $1,000 to be payable on a monthly basis as
a reimbursement for automobile expenses in accordance with the plans, practices, policies and programs applicable to the Company’s management employees
generally.”

6. New Section 5 (M) Boards and Committees, is added to the Agreement as follows:
(M) “Boards and Committees. Upon termination of Executive’s employment for any reason, Executive agrees to resign, as of the date of such
termination and to the extent applicable, from the Board of the Parent and any subsidiary Boards (and any committees thereof).”

7. Section 11 is hereby amended and restated in its entirety as follows:

11. Excise Taxes. Company and Executive acknowledge that certain payments to be made under this Agreement or in connection with stock options
granted to Executive pursuant to the Amended and Restated Vitamin Shoppe 2006 Stock Option Plan and the Vitamin Shoppe 2009 Equity Incentive Plan (the
“Plans”) may be subject to section 409A of the Internal Revenue Code of 1986, as amended (the “Code”), Section 280G of the
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Code, or other provisions of tax law which may impose penalties or excise taxes on certain types of compensation or payments made to Executive (collectively
“Penalty Taxes”). During the period of employment and thereafter, the Company, in its sole discretion, may propose any amendments or changes to the terms
of this Agreement or the Plans for the purpose of avoiding the imposition of any such Penalty Taxes. Executive shall fully cooperate with any such
amendments or changes proposed by Company in order to avoid the imposition of any Penalty Taxes on any payments made to or received by Executive,
including but not limited to requesting that Company’s shareholders approve the payment of any moneys due to Executive hereunder and/or under the Plans.

8. A new Section 25 is hereby added to the Employment Agreement, to read in its entirety as follows:

25. Code Section 409A Compliance .
(A) The intent of the parties is that payments and benefits under this Agreement comply with Code Section 409A and the regulations and guidance
promulgated thereunder (collectively “ Code Section 409A ”) and, accordingly, to the maximum extent permitted, this Agreement shall be interpreted to be in
compliance therewith. In no event whatsoever shall the Company be liable for any additional tax, interest or penalty that may be imposed on the Executive by
Code Section 409A or damages for failing to comply with Code Section 409A.
(B) A termination of employment shall not be deemed to have occurred for purposes of any provision of this Agreement providing for the payment of any
amount or benefit upon or following a termination of employment if such payment or benefit constitutes a “deferral of compensation” under Code
Section 409A unless such termination is also a “separation from service” within the meaning of Code Section 409A and, for purposes of any such payment or
benefit, references to a “termination,” “termination of employment” or like terms shall mean “separation from service.” Notwithstanding anything to the
contrary in this Agreement, if the Executive is deemed on the date of termination to be a “specified employee” within the meaning of that term under Code
Section 409A(a)(2)(B), then with regard to any payment or the provision of any benefit that is considered deferred compensation under Code Section 409A
payable on account of a “separation from service”, such payment or benefit shall not be made or provided until the date which is the earlier of (i) the expiration
of the six (6)-month period measured from the date of such “separation from service” of the Executive, and (ii) the date of the Executive’s death, to the extent
required under Code Section 409A. Upon the expiration of the foregoing delay period, all payments and benefits delayed pursuant to this Section (whether they
would have otherwise been payable in a single sum or in installments in the absence of such delay) shall be paid or reimbursed to the Executive in a lump
sum, and any remaining payments and benefits due under this Agreement shall be paid or provided in accordance with the normal payment dates specified for
them herein.
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(C) To the extent that severance payments or benefits pursuant to this Agreement are conditioned upon the execution and delivery by the Executive of a
release of claims, the Executive shall forfeit all rights to such payments and benefits which constitute a “deferral of compensation” under Code Section 409A
unless such release is signed and delivered within sixty (60) days following the date of the Executive’s termination of employment. In this regard, the
Company agrees to provide the Executive with the form of release required under Section 5(J) no later than 5 days after the Executive’s termination date. If the
foregoing release is executed and delivered and no longer subject to revocation as provided in the preceding sentence, then the following shall apply:

(i) To the extent that any such cash payment or continuing benefit to be provided is not “nonqualified deferred compensation” for purposes of Code
Section 409A, then such payment or benefit shall commence upon the first scheduled payment date immediately following the date that the release is
executed, delivered and no longer subject to revocation (the “Release Effective Date”). The first such cash payment shall include payment of all amounts
that otherwise would have been due prior to the Release Effective Date under the terms of this Agreement applied as though such payments commenced
immediately upon the Executive’s termination of employment, and any payments made thereafter shall continue as provided herein.

(ii) To the extent that any such cash payment or continuing benefit to be provided is “nonqualified deferred compensation” for purposes of Code
Section 409A, then, subject to the delay set forth above in clause (B), if applicable, such payments or benefits shall be made or commence upon the
sixtieth (60th) day following the Executive’s termination of employment. The first such cash payment shall include payment of all amounts that
otherwise would have been due prior thereto under the terms of this Agreement had such payments commenced immediately upon the Executive’s
termination of employment, and any payments made thereafter shall continue as provided herein.
(D) To the extent that reimbursements or other in-kind benefits under this Agreement constitute “nonqualified deferred compensation” for purposes of Code
Section 409A, (i) all expenses or other reimbursements hereunder shall be made on or prior to the last day of the taxable year following the taxable year in
which such expenses were incurred by the Executive, (ii) any right to reimbursement or in-kind benefits shall not be subject to liquidation or exchange for
another benefit, and (iii) no such reimbursement, expenses eligible for reimbursement, or in-kind benefits provided in any taxable year shall in any way affect
the expenses eligible for reimbursement, or in-kind benefits to be provided, in any other taxable year.
(E) For purposes of Code Section 409A, the Executive’s right to receive installment payments pursuant to this Agreement shall be treated as a right to receive a
series of separate and distinct payments. Whenever a payment under this Agreement specifies a payment period with reference to a number of days, the actual
date of payment within the specified period shall be within the sole discretion of the Company.
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(F) Notwithstanding any other provision of this Agreement to the contrary, in no event shall any payment under this Agreement that constitutes “nonqualified
deferred compensation” for purposes of Code Section 409A be subject to offset by any other amount unless otherwise permitted by Code Section 409A.

9. Capitalized terms used but not defined herein shall have the meanings ascribed to such terms in the Employment Agreement.
10. This Agreement is an amendment to the Employment Agreement, and to the extent there is a discrepancy between this Agreement and the Employment
Agreement, this Agreement shall control and supersede the Employment Agreement to the extent of such discrepancy. The Employment Agreement otherwise
remains in full force and effect.

11. This Agreement, the Employment Agreement (as amended by this Agreement), and those documents expressly referred to herein embody the complete
agreement and understanding among the parties and supersede and preempt and prior understandings, agreements or representations by or among the parties,
written or oral, which may have related to the subject matter hereof in any way.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first written above.

Executive:

/s/ Anthony Truesdale
Anthony Truesdale

VITAMIN SHOPPE, INC.
(successor in merger of VS Parent, Inc. into VS Holdings Inc.)

By:
/s/ James M. Sander
Name: James M. Sander
Its:

Vice President and General Counsel

VITAMIN SHOPPE INDUSTRIES INC.

By:
/s/ James M. Sander
Name: James M. Sander
Its:

Vice President and General Counsel
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Exhibit 10.32
AMENDMENT NO. 1 TO EMPLOYMENT AND NON-COMPETITION AGREEMENT

THIS AMENDMENT NO. 1 TO EMPLOYMENT AND NON-COMPETITION AGREEMENT, (this “Agreement”) is made as of February 28, 2011, by
and among Richard Markee (“Executive”), Vitamin Shoppe, Inc., a Delaware corporation, (“Parent”) and Vitamin Shoppe Industries Inc., a New York
corporation (the “Company”).
Reference is made to that certain Employment and Non-Competition Agreement by and between Executive, Parent and Company dated September 9, 2009 (the
“Employment Agreement”).
WHEREAS, the parties to this Agreement desire to amend the Employment Agreement as provided herein;

NOW, THEREFORE, in consideration of the mutual covenants contained herein and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, the parties hereto agree as follows:
1. Section 1 is hereby amended and restated in its entirety as follows:

1. “Position and Responsibilities . The Executive shall, effective April 4, 2011 (the “Effective Date”), serve as Executive Chairman of each of Parent and,
in such capacity, shall be responsible for and shall perform such duties as are customarily performed by an executive chairman of a company of a similar
size, and shall have such power and authority as shall reasonably be required to enable him to perform his duties hereunder; provided, however, that in
exercising such power and authority and performing such duties, he shall at all times be subject to the authority of the Board of Directors of Parent. The
Executive shall report to the Board of Directors of Parent. The Executive shall not report or be subject to the authority of any officer or employee of Parent, VS
Direct, Inc. or the Company. The Executive agrees to devote a majority of his business time, attention and services to the diligent, faithful and competent
discharge of such duties for the successful operation of Parent’s, VS Direct’s and the Company’s business.”
2. Section 2 (A) is hereby amended and restated in its entirety as follows:

“(A) Salary. In consideration of the services to be rendered by the Executive to the Company, the Company shall, effective April 4, 2011, pay to the
Executive a base salary of $400,000 per annum (such salary as it may be increased from time to time being hereinafter referred to as the “Base Salary”). Except
as may otherwise be agreed, the Base Salary shall be payable in conformity with the Company’s customary practices for executive compensation as such
practices shall be established or modified from time to time but shall be payable not less frequently than monthly. The Executive shall receive such increases
or decreases in his Base Salary as the Board of Directors of the Company, upon recommendation of the Compensation Committee may from time to time
approve in its sole discretion; provided, however, that the Executive’s Base Salary will be reviewed
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not less often than annually, with the first performance and financial review to occur in March 2012.
3. Section 2 (B) is hereby amended and restated in its entirety as follows:
(B) “Bonus Compensation. Effective April 4, 2011, each calendar year during the term of this Agreement, the Executive shall be eligible for a cash
bonus award (the “Annual Cash Bonus”) with a target amount of fifty percent (50%) of his then current base salary pursuant to the Company’s then current
Management Incentive Program (“MIP”). As currently constituted the MIP is based upon (i) the Company’s satisfaction of operating objectives specified by the
Company’s Board of Directors each year in its sole discretion, and (ii) individual members of management’s satisfaction of certain individual operating
objectives based upon their area of responsibility as specified by the Company’s Board of Directors in their sole discretion. Executive acknowledges that
Company reserves the right to change the structure of the MIP from time to time, provided that any change will not affect Executive’s ability to receive an
Annual Cash Bonus with a target of fifty percent (50%) of Executive base salary. Executive shall be paid his Annual Cash Bonus on or about March 1st of
the calendar year following the year to which such bonus relates, but before the end of such calendar year. The parties acknowledge that the determination of
the Annual Cash Bonus for the year in which Executive’s employment terminates (and possibly for the prior year) shall not be known on the date Executive’s
employment terminates, and, if any, shall be paid by Company to Executive not more than thirty (30) days after the determination thereof, but in all events on
or after March 1st of the calendar year following the calendar year of termination, but before the end of such calendar year. The Executive’s Annual Cash
Bonus potential shall be reviewed annually for increase or decrease by the Compensation Committee and recommended to the Board of Directors for approval
in their sole discretion. Executive acknowledges and agrees that as required under law or Company policy, incentive compensation to the extent received based
on erroneous information, would be subject to recoupment for a three year period in the event of an accounting restatement due to material noncompliance by
the Company with any financial reporting requirement under the federal securities laws.”

4. Section 2 (C) is hereby amended and restated in its entirety as follows:

The Executive will be entitled to participate, in accordance with the provisions thereof, in any health, and life insurance and other benefit plans and
programs made available by the Company to its management employees generally, to age 65, unless such participation is prohibited by applicable law, by the
terms of a policy, or would violate any applicable non-discrimination provision of ERISA or the Internal Revenue Code; provided Executive makes timely
premium payments and contributions in the same amounts paid by the then current employees. To the extent such continued participation would be eliminated
pursuant to the foregoing proviso, Executive shall be provided with additional severance in an amount determined by the Company’s actuarial consultants to
be sufficient to allow Executive to purchase such insurance from a qualified insurance
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carrier. In addition, the Company shall provide Executive with term life insurance in an amount sufficient to allow his current wife to purchase health
insurance to her attainment of age 65, in the event he were to die before she attains age 65.
5. Section 3 is hereby amended and restated in its entirety as follows:
3. “Term. The term of Executive’s employment hereunder shall commence on the Effective Date of the Agreement and shall terminate on September 10,
2013, unless earlier terminated as provided in Section 5 of the Agreement.”

6. Capitalized terms used but not defined herein shall have the meanings ascribed to such terms in the Employment Agreement.
7. This Agreement is an amendment to the Employment Agreement, and to the extent there is a discrepancy between this Agreement and the Employment
Agreement, this Agreement shall control and supersede the Employment Agreement to the extent of such discrepancy. The Employment Agreement otherwise
remains in full force and effect.
8. This Agreement, the Employment Agreement (as amended by this Agreement), and those documents expressly referred to herein embody the complete
agreement and understanding among the parties and supersede and preempt and prior understandings, agreements or representations by or among the parties,
written or oral, which may have related to the subject matter hereof in any way.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date first written above.

Executive:

/s/ Richard Markee
Richard Markee

VITAMIN SHOPPE, INC.
(successor in merger of VS Parent, Inc. into VS Holdings Inc.)

By:
/s/ James M. Sander
Name: James M. Sander
Its:

Vice President and General Counsel

VITAMIN SHOPPE INDUSTRIES INC.

By:
/s/ James M. Sander
Name: James M. Sander
Its:

Vice President and General Counsel
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statements No. 333-165897 and No. 333-162990, both on Form S-8, of our reports
dated March 9, 2011, relating to the consolidated financial statements of Vitamin Shoppe, Inc. and Subsidiary, and the effectiveness of Vitamin Shoppe, Inc.
and Subsidiary’s internal control over financial reporting, appearing in this Annual Report on Form 10-K of Vitamin Shoppe, Inc. and Subsidiary for the year
ended December 25, 2010.

DELOITTE & TOUCHE LLP
March 9, 2011
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Exhibit 31.1
CERTIFICATIONS
I, Richard L. Markee, certify that:

1.

I have reviewed this Form 10-K of Vitamin Shoppe, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and we have:

5.

a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent function):

a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: March 9, 2011
/S / RICHARD L. MARKEE

Richard L. Markee
Chief Executive Officer, Chairman of the Board, Director
(Principal Executive Officer)
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Exhibit 31.2
CERTIFICATIONS
I, Michael G. Archbold, certify that:

1.

I have reviewed this Form 10-K of Vitamin Shoppe, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this annual report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and we have:

5.

a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b)

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c)

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent function):

a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Date: March 9, 2011

By:

/S / MICHAEL G. A RCHBOLD
Michael G. Archbold

Chief Financial and Chief Operating Officer
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Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with this annual report on Form 10-K of Vitamin Shoppe, Inc. (the “Company”) for the year ended December 25, 2010 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Richard L. Markee, Chief Executive Officer of the Company, hereby certify
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(i)

The Report fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Vitamin
Shoppe, Inc.

Date: March 9, 2011
/S / RICHARD L. MARKEE

Richard L. Markee
Chief Executive Officer, Chairman of the Board, Director
(Principal Executive Officer)
The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of this Report.
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Exhibit 32.2
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with this annual report on Form 10-K of Vitamin Shoppe, Inc. (the “Company”) for the year ended December 25, 2010 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I, Michael G. Archbold, Chief Financial Officer of the Company, hereby certify
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(i)

The Report fully complies with the requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Vitamin
Shoppe, Inc.

Date: March 9, 2011
/S / MICHAEL G. A RCHBOLD
Michael G. Archbold

Chief Financial and Chief Operating Officer
(Principal Financial Officer)
The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of this Report.
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